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PREFACE 


Tus textbook has been written to meet the demand for a book 
that shall comply with the latest methods of teaching the principles 
of bookkeeping and it closely follows the syllabus for bookkeeping 
in use in the first year of the New York City High Schools. 

The method of approach is unique; the aim is not simply to 
train bookkeeping clerks but rather to develop in the student the 
power to analyze and interpret business facts correctly. To this 
end, a clear concept of assets, liabilities, and capital is essential. 
The construction, classification, and interpretation of accounts, 
financial reports, and statements and the use and purpose of standard 
bookkeeping devices are all developed in their proper place, as are 
also the use, form, and content of standard business documents. 

Each chapter deals with one principal topic and consists of three 
parts: 


1. The introduction and development of the topic. 

2. A series of drill exercises for class discussion, which aim 
to fix the principle developed. 

3. Exercises for practice. 


The Introduction deals with the relation existing between assets 
and capital and develops the initial fundamental equation: 


Assets = Capital 


This Introduction must be clearly understood before taking up 
Chapter I. 

In Chapter I assets are exchanged for other assets of the same 
value, and the effect upon the initial fundamental equation is shown. 
For this purpose a Model Exercise is used, and the student is taught 
to analyze each transaction and to show its effect upon the business. 
Care should be taken to emphasize the existence of the initial funda- 
mental equation as expressing the twofold aspect of ownership. 
The value of the assets equals the value of the capital. Assets and 

il 
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capital are correlative terms. They are conceivable only in relation 
to each other. All assets imply ownership, and all ownership implies 
assets. Assets and capital are two classifications of the same value. 

In Chapter II the capital element is subdivided. The need is 
shown for an account in which to record the proprietor’s capital at 
the beginning, and for accounts to record the current increases and 
decreases of the capital element.‘ The procedure in this and the 
following chapters is similar to that in Chapter I. 

Chapter III introduces the Sales Revenue account and Chapter 
IV deals with Receivables. With the introduction of Payables in 
Chapter V, our fundamental equation becomes complete: 


Assets = Liabilities+ Capital 


Throughout the text the plan developed in the early chapters 
is carefully adhered to. _An abundance of exercises for practice are 
provided and all have been carefully graded. 

This text is the outgrowth of a series of bookkeeping exercises 
which the author prepared for use in the department of which he 
is chairman. These exercises were found to be so valuable that 
several other schools used them and the author was urged to put 
them into book form in order that they might be available for general 
use. Many valuable suggestions from the teachers who used these 
exercises have been incorporated in the text. 

_ For helpful criticisms and suggestions the author is especially 
indebted to Max Schottland, ‘Commercial Department, George 
Washington High School; Walter Jacobson, First Assistant, Eastern 
District High School; Warren L. Starkey, First Assistant, Jamaica 
High School; and Roy R. Male, Chairman of the Commercial 
Department, Commercial High School, all of the City of New York. 
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ELEMENTS OF BOOKKEEPING 


INTRODUCTION 
Why Keep Books? 


People own property which they invest in business for purposes 
of gain. This property constantly changes in amount and nature 
through use in the business. Every business transaction affects 
it in some manner. Claims of others, known as creditors, to this 
property are brought about through ordinary business routine. 
Information in regard to these changes and claims is necessary in 
order to secure as large an increase as possible in the owner’s interest. 


The Asset Element 


The property owned is the asset element. Assets should be 
classified on the basis of their use or service to the owner as: 


Cash—Money, checks, bank drafts, ete. 
Merchandise—Goods bought to be sold. 
Equipment—Furniture and fixtures for store and office, delivery equip- 


ment, etc. 
Expense—Supplies and miscellaneous items which are consumed in one 


use, as stationery, fuel, etc. 
(Other assets will arise later.) 


Notre. Bookkeeping records deal with the value of things both tangible and 
intangible. 


The Capital Element 


The existence of assets implies capital. Capital cannot exist 
without assets. If assets are the things owned, then capital is the 
value of the owner’s interest in the assets. A complete record shows 
not only the assets and their value, but also the owner’s interest 
or capital as well. 


2 ELEMENTS OF BOOKKEEPING 


The Initial Fundamental Equation 


Since the value of the assets always equals the value of the capital, 
a statement of this relationship must necessarily take the form of an 
equation: assets equal capital. We have, therefore, the initial 
fundamental equation 


Assets = Capital 


1. If Frank Huson owns $25 in cash and a bicycle worth $40, 
a complete record of these facts must have two parts. One part 
would show a list of the things owned, called assets, and the other 
part would show the owner and his interest. 


Assets — Capital 
a. Cash $25 Frank Huson, Capital $65 
Bicycle 40 
$65 $65 


By a simplified form of account known as the T account, this 
record becomes 


b. Cash Frank Huson, Capital 


+ $25 | $65 
Bievele 
$40 


The left-hand side of the account is known as the debit side, 
the right-hand side is known as the credit side. 


Drill Exercise 


In the following exercises show the relationship between assets and capital 
by means of the fundamental equation and also by means of the T account. 


1. George Fox owns $25 in cash and a pair of skates worth $10. 
2. Fred Jones owns a bicycle worth $35 and $15 in cash. 
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3. John Patrizio, a peanut vender, owns $35 in cash, a peanut cart worth 
$20, and peanuts worth $12. 


4. James White, a fruit vender, owns $40 in cash, a cart worth $15, and 
fruit worth $30. 

5. William Stone owns $150 in cash and a motor cycle worth $300. 

6. Herbert Jackson owns $250 in cash and a house worth $3500. 

7. Vincent Jerome owns $1250 in cash and an automobile worth $950. 

8. Benjamin Cohen, a merchant, owns in cash $2500, a store worth $6000, 
and a stock of merchandise worth $3500. 


2. Now if Frank Huson buys a pair of skates for $8, and pays 
eash, what effect will it have upon his assets, and what effect upon 
his capital? The purchase of the skates would affect his assets 
only, for by listing his assets and capital again we have 


Assets = Capital 
a. Cash $17 Frank Huson, Capital $65 
Bicycle 40 
Skates 8 
$65 $65 


How would this be shown in the T accounts? The increase of the 
asset skates would be shown by an entry on the left or debit side of 
the skates account. The decrease of the asset cash would be shown 
by an entry on the right or credit side of the cash account. The 
difference between the two sides of the cash account would then be 
$17 which is the value of the cash asset after the purchase of the 
skates. This difference between the two sides of an account, is 
called the balance. The accounts now stand: 


b. Cash Skates 
$25 $8 $8 
Bicycle Frank Huson, Capital 
$40 $65 


An asset account is debited when the asset is increased, and it is 
credited when the asset 1s decreased. 


CHAPTER I 


EXCHANGING ASSETS FOR OTHER ASSETS OF THE 
SAME VALUE 


Model Exercise 1 


Jan. 1,19—. G. B. Patten owned a stock of merchandise worth $600 
and $4200 in cash. 

2. Bought an office desk for cash, $60. 

Bought merchandise for cash, $175. 
Bought for cash coal for use in store, $47.50. 

3. Returned to Abraham & Straus the office desk purchased yester- 
day and bought another desk. The price of the new desk was $70. 
Paid the difference in cash, $10. 

Bought merchandise for cash, $315. 

4. Returned to Slocum & Co. merchandise that cost $30, and re- 

ceived cash for the amount. 


Before attempting to record these transactions, the student 
should study carefully The Asset Klement in order that he may 
know the different classes of assets. It is essential that.each kind 
of asset have an appropriate name. For example, an office desk 
might come under the head of Office Furniture, or if it is deemed 
best to join the desks, chairs, typewriters, etc., and the shelves, 
counters, cases, etec., under one account, the title Furniture and 
Fiztures might be used. Likewise coal, stationery, and stamps, etc., 
come under the head of supplies which are consumed in one use 
and the title Hxpense would be properly used. 


PRocEDURE (MoprEL Exercise I) 
Use T Accounts. 


1. Jan. 1, 19—. What fact is to be recorded? The assets and 
capital of Mr. Patten when he begins business must be recorded. 
How is the entry made? This entry is made as follows: (See 
The Initial Fundamental Equation, b, on page 2.) 
5 
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Cash & B. Patten, Capital 
19— | ie et ae 
Jan. 1 $4200 Jan.1 $4800 
Merchandise 
19— 
Jan. 1 $600 


2. First transaction of January 2. What fact must be recorded? 
The fact that a new office desk has been bought for cash, $60, must 
be recorded. 

What effect does the purchase of this desk have upon either 
element of the equation? (See Initial Fundamental Equation.) The 
purchase of this desk affects assets only. 

In what way does it affect assets? The asset Office Furniture 
has been increased $60 and: the asset Cash has been decreased $60. 

Show the accounts after this purchase. 


Cash Office Furniture 
19 Ga an hse | 
Jan.1 $4200 | Jansoes2e60. /. Janed sen 
Merchandise G. B. Patten, Capital 
1g . io= 


Jan. 1 $600 | Jan.1 $4800 
| 
| 


How is the increase of the asset Office Furniture shown? By an 
entry on the left or debit side, of the, office furniture account. 

How is the decrease of the asset Cash shown? By an entry on 
the right or credit side of the cash account. 
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3. Second transaction of January 2. What fact must be 
recorded? The fact that merchandise has been bought for cash, 
$175, must be recorded. 

What effect does this fact have upon either element of the 
equation? The purchase of this merchandise affects assets only. 

In what way does it affect assets? The asset Merchandise has 
been increased and the asset Cash has been decreased. 

How would you record this fact? This fact will be recorded by 
making an entry on the left or debit side of the merchandise account 
to show the increase of the asset Merchandise and an entry on the 
right or credit side of the cash account to show the decrease of 
the asset Cash. Thus: 


Cash Office Furniture 
19— | 19— 19— 
Jan. 1 $4200 Jan. 2 $60 Jan. 2 $60 
2 17455 
Merchandise G. B. Patten, Capital 
= los 
Jan. 1 $600 | Jan.1 $4800 
Be l/s 


4. Third transaction of January 2. What fact must be recorded? 
The fact that coal has been purchased for cash, $47.50, must be 
recorded. 

What effect does this fact have upon either element of the 
equation? This fact affects assets only. 

Explain. The asset Expense (see The Asset Element) has been 
increased $47.50 and the asset Cash has been decreased $47.50. 

How do we show an increase of asset? We show an increase of 
asset by an entry on the left or debit side. 

How do we show a decrease of asset? We show a decrease of 
asset by an entry on the right or credit side. 

Make the entries. 
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Cash Office Furniture 
19— 19— 19— 
Jan. 1 $4200 Jan.2 $60 Jan. 2 $60 | 
QE Nid 
Mo AL ISD 
Merchandise G. B. Patten, Capital 
fo | i= 
Jan. 1 $600 Jane $4800 
2 175 
Expense 


i= 
Jan.2 $47.50 


5. First transaction of January 3. What fact must be recorded? 
The fact that we have returned the desk in exchange, paying $10 
cash for the difference in price. 

How will this fact affect the elements of our equation? This 
fact will affect assets only, for there has been an increase of 
the asset Office Furniture by $70, a decrease of the asset Office Fur- 
niture by $60, and a decrease of the asset Cash by $10. The increase 
of asset by $70 equals the decrease of the two assets Office Furniture 
$60 and Cash $10. Thus no other part of our equation is affected. 
These two accounts now stand thus: 


Cash Office I'urniture 
19— 19— 19— 10 
Jan. 1 $4200 Jan. 2 $ 60 Jan. 2 $60 Jan.3 $60 
PA es 3 70 
Dy aN SU 
3B 1@ 


This entry could have been made by simply increasing the asset 
Office Furniture $10 and decreasing the asset Cash $10. This would 
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not have been a complete record, however, and such short cuts 
should be avoided. 

6. Second transaction of January 38. The fact shown here is 
similar to the second transaction of January 2 and the entry, except 
for the amount of money, is the same. The cash and merchandise 
accounts now stand thus: 


Cash Merchandise 
1; 19— 1o= 
Jan. 1 $4200 Jan. 2 $ 60 Jan. 1 $600 
TS 2 175 
De He 3 315 
ay le 
Smo le 


7. Transaction of January 4. What fact is to be recorded? The 
fact that we returned to Slocum & Co. merchandise worth $30 and 
received cash for the amount. 

What is the effect of this fact upon the elements of the equation? 
This fact affects assets only. The asset Cash has been increased 
$30 and the asset Merchandise has been decreased $30. The cash 
account and merchandise account now stand thus: 


Cash Merchandise 
19— | 19— 19— 19— 
Jan.1 $4200 Jan. 2 $ 60 Jan. 1 $600 Jan. 4 $30 
4 30 It 2 175 
Dee ATES) By BUF 
By ald) 
3 Be 


We have now made records of all the transactions of the Model 
Exercise. Let us now examine our assets and capital and see if 
our fundamental equation still holds true. 


The Cash Account 


What facts are recorded in the cash account? Increases and 
decreases of the asset Cash are recorded in the cash account. 
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Since we have recorded all of the facts affecting cash, what 
should the cash account now show? ‘The cash account should now 
show the amount of cash owned by G. B. Patten. 

What is the amount? The total of the debit side is $4230. 
The total of the credit side is $607.50. The difference is $3622.50, 
the amount of cash now owned by G. B. Patten. 

How can we prove this amount is correct? We can prove this 
amount is correct by actually counting the money on hand. 

How can we state this condition in one item? We can state this 
condition by debiting the asset Cash, New Account, and crediting 
the asset Cash, Old Account. (See form on page 11.) 


The Merchandise Account 


What facts are recorded in the merchandise account? Increases 
and decreases of the asset Merchandise are recorded in the merchandise 
account. 

Since the only facts recorded in the merchandise account of G. B. 
Patten are the merchandise with which he opened business, the pur- . 
chases he has made since January 1, and the value of the goods re- 
turned, this account now shows the present value of the asset Mer- 
chandise to be $1060. This is found by deducting from the total of 
the debit side of the merchandise account the value of the goods 
returned, as shown on the credit side: $1090—30=$1060. We 
can show this condition in one item by debiting Merchandise, New 
Account, end erediting M erchandise, Old Account. (See page 11.) 


Office Furniture Account 


What facts are recorded in the office furniture account? The 
purchase of the desk on January 2, its return on January 3, and 
the purchase of the new desk on January 3, have been recorded. 
This account now shows, therefore, the present value of the asset 
Office Furniture to be $70. This will be shown in one item by 
debiting Office Furniture, New Account, and crediting Office gs 
ture, Old Account. (See page 11.) ‘ 


Nore. Ordinarily the Merchandise account and the Office Furniture account 
can be closed only by taking an inventory to ascertain the present value of the 
asset which each represents. This method of closing will be shown later. 


The accounts of G. B. Patten at the close of this exercise: will 
appear as follows: 


G. B. Patten, Capital 
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il 


19— 
Jan. 1 $4800 
Cash 
19— 19— 
Jan. 1 $4200 Jan. 2 $ 60 
4 30 2 175 
2, 47.50 
3 10 
3 315 
4. Balance $3622.50 
$4230 $4230 
Jan. 5. Balance $3622.50 
Merchandise 
19— Reig 
Jan. 1 $ 600 Jan. 4 $ 30 
2 175 4. Balance 1060 
3 B15 
$1090 $1090 
Jan. 5. Balance $1060 
Office Furniture 
19— 19— 
Jan. 2 $ 60 Jan. 3 $ 60 
3 70 4. Balance 70 
130 $130 
_Jan.5. Balance $ 70 
Expense 
19— 
Jan. 2 $47 .50 
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We will now list G. B. Patten’s assets and capital at the close 
to see if our fundamental equation is still true. The form which 
we will use is known as the Balance Sheet form and will be the 
one we will use hereafter. 


G. B. Patten 
Balance Sheet 


January 5, 19— 


$3622.50 


G. B. Patten, Cap. 


Cash $4800 
Merchandise 1060 
Office Furniture 70 
Expense (Fuel) 47.50 
$4800 $4800 


In recording the following group of exercises, follow closely the model 
exercise we have just completed. 


Exercises for Practice 
Exercise 1 


Jan. 1, 19—. II. L. Lambert owned a stock of merchandise worth $300, 
and $3500 in cash. 

2. Bought an office desk for cash, $55. 
Bought merchandise for cash, $125. 
Bought for cash 5 tons coal at $8.50. 
Bought an office chair for cash, $18. 

3. Bought merchandise for cash, $200. 
Bought stationery and postage for cash, $16.50. 

4. Bought one standard typewriter for cash, $105. 

Bought merchandise for cash, $250. 

Bought for cash one auto delivery truck for $900. 

Returned to Williams & Son merchandise at cost, $25, and 
received cash for the amount. 

Returned to Macy & Co. the office desk which was purchased 
Jan. 2, and received another desk in exchange. The price of 
the new desk was $65. Paid Macy «& Co. the difference in cash, 
$10. 

Bought merchandise for cash, $275. 


on 


Jan. 1, 


2. 


June 1, 


April 1, 
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Exercise 1-A 


19—. R.C.Slade began business with cash, $4000, and a stock 
of merchandise worth $1500. 

Bought a typewriter for cash, $100. 

Bought merchandise for cash, $350. 

Bought an office desk for cash, $50. 


. Bought stationery and stamps for cash, $12.50. 


Bought an office chair for cash, $15.50. 
Bought merchandise for cash, $275. 
Bought a delivery auto for cash, $875. 
Bought merchandise for cash, $450. 
Bought for cash 8 tons coal at $9.25. 


. Returned to Smith Bros. merchandise at cost and received cash 


for the amount, $25. 


. Returned to Abraham & Straus the office chair purchased Jan. 3, 


and received another chair in exchange. Paid $5 difference in 
cash. 


Bought merchandise for cash, $425. 


Exercise 1-B 


19—. A. R. Cornwall, 215 State Street, Watertown, N. Y., 
began business with cash, $4500, and merchandise, $1250. 


. Bought stationery and stamps for cash, $27.50. 


Bought merchandise for cash, $325. 
Bought for cash an auto delivery truck, $925. 


. Bought for cash gas and oil for auto, $25. 


Bought for cash a typewriter for office, $105. 


. Returned to Macy & Co. merchandise at cost $50, and received 


cash for the amount. 
Bought an office desk for cash, $45. 


. Bought merchandise for cash, $350. 


Bought for cash a chair for office, $17.50. 

Returned to Macy & Co. the office desk purchased on June 4th, 
and received another desk in exchange. Paid in cash the 
difference in price, $15. 


. Bought merchandise for cash, $340. 


Exercise 1-C 


19—. O. E. Rhodes, 215 Union St., Rochester, N. Y., owned a 
stock of merchandise worth $2675, and $6325 in cash. 
Bought an office desk for cash, $65. 


2. Bought merchandise for cash, $2155. 


14 


April 2, 


3. 
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19—. Bought for cash, 2 T. coal at $12.75. 

Bought for cash office supplies and stationery, $16.75. 
Bought an auto delivery truck for cash, $2100. 
Bought for cash merchandise, $275. 

Bought one standard typewriter for cash, $105. 


. Bought merchandise for cash, $350. 


Bought for cash an office chair, $16.75. 

Returned to Jones & Co. merchandise at cost, $356.75, and 
received cash for the amount. 

Returned to the Auto Supply Co. the auto truck purchased on 
the 31st ult. and received another truck in exchange. Paid 
$250 difference in cash. 

Bought merchandise for cash, $175. 


CHAPTER II 


SUBDIVIDING THE CAPITAL ELEMENT 


Model Exercise 2 
(Continuing Model Exercise 1) 
G. B. Patten 


Balance Sheet 
January 5, 19— 


Cash $3622.50 |! G.B. Patten, Capital $4800 
Merchandise 1060 
Office Furniture 70 
Expense (Fuel) 47.50 
$4800 $4800 


Jan. 7,19—. Bought stationery and stamps for cash, $17.35. 
8. Bought merchandise for cash, $350. 
9. Gave the Salvation Army cash, $25. 
10. Bought a typewriter for cash, $105, and gave it to Mr. Patten’s 
daughter, Maude. 
11. Bought another office desk and 2 office chairs for cash, $85. 
12. Bought merchandise for cash, $225. 
Coal to the value of $8 has been used to date. 
Stationery and postage to the value of $2.50 have been used to 
date. 


ProcEDuRE (New Work) 


1. Transaction of January 9. What fact must be recorded? The 
fact that we have given the Salvation Army $25 cash must be 
recorded. What is the effect of this fact upon the fundamental 
equation? This fact affects both assets and capital. The asset 
Cash has been decreased and Capital has been decreased. 

How will this fact be shown? 

This fact. could be shown by a direct charge against the capital 
account proper and a credit to cash account. However, it is much 
better to keep all deductions from and additions to capital in tem- 
j 15 
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porary capital accounts for what are known as business periods, 
usually 6 months or a year. At the end of the business period we 
add to the capital account proper the excess of the increases over 
the decreases, or deduct from the capital account proper the excess 
of the decreases over the increases of capital. 

What temporary capital account shall we use in this case? 

We will use the proprietor’s personal or drawing account, 
although later we may decide to employ some other account for this 
purpose. The proprietor’s drawing account is kept for the purpose 
of recording all amounts which he may withdraw during the business 
period in anticipation of profits. Withdrawals of the original 
investment should be shown in the capital account proper and not 
in the personal or drawing account. This entry then would affect 
the accounts as follows: 


Cash G. B. Patten, Personal 


gh eee 19— 
Jan. 9 $25 Jan. 9 $25 


2. Transaction of January 10. What facts must be recorded? 
There are two facts to be recorded: first, the fact that the proprietor 
has purchased a typewriter for cash $105; and, second, the fact 
that he has given this typewriter to his daughter Maude. 

Show how each entry should be made. 

The first entry should be made by debiting Office Furniture for 
$105 and by erediting Cash for $105. Give reasons (see Model 
Exercise 1, Jan. 2, page 7). 

The second entry shows a decrease of capital and should be 
entered on the debit side of the temporary capital account, G. B. 
Patten, Personal. It also shows a decrease of the asset Offce 
Furniture, which should be entered on the eredit side of that account. 

3. Second transaction of January 12. What fact is to be 
recorded? The fact that coal valued at $8 has been used must be 
recorded. 

What elements are affected? Assets and capital have both been 
decreased. How will this be shown? This will be shown by debit- 
ing the temporary capital account Profit and Loss for $8 and by 
crediting the Hxpense account to show the decrease of the mis- 
cellaneous supplies called Hapense. 
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Note. The Profit and Loss account summarizes the results of all the 
accounts that show increases or decreases of capital. The other accounts show 
the source of the increases and decreases of capital. The profit and loss account 
compares these results and shows the net increase (called the net gain) or net 
decrease (called the nef loss). In the first two exercises no increase of capital has 
been shown. 


Profit and Loss 


Debit. With all capital decreases | Credit. With all capital increases 
as shown by the temporary capi- | as shown by the temporary capi- 
tal accounts. tal account. 


The Profit and Loss account is not opened until the close of the 
business period and is closed as soon as the net increase or decrease 
of capital is found. The net increase is transferred to the credit 
side of the proprietor’s private account. The net decrease is trans- 
ferred to the debit side of the proprietor’s private account. 

4. Third transaction of January 12. What fact is to be recorded? 
The fact that stationery and postage to the value of $2.50 have 
been used must be recorded. 

What elements are affected? Both assets and capital have 
been decreased. 

What entry shall we make? We must debit the Profit and Loss 
account for the decrease in capital and credit the Expense account 
for the decrease of asset. 


Nore. This entry is stated orally Profit and Loss to Expense and the 
answers to this type of question will be given in that form hereafter. (See 
illustration below for entry.) 


Expense 
1 19 
Jan. 5 $47 .50 Jan. 12. Profit and Loss $8 
7 Woe 12. Profit and Loss 2), 50 


Profit and Loss 


10 — 
Jan. 12. Expense $8 
12. Expense 2.50 
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SUMMARY 


What was the amount of the capital at the beginning of this 
exercise? The capital was $4800. 

What account showed this amount? G. B. Patten, Capital 
account showed this amount. 

Have any changes taken place in Capital? Yes, capital has been 
decreased. 

Where were these changes recorded? These changes were 
recorded in the G. B. Patten, Personal and the Profit and Loss 
accounts. 

How can we show the condition of capital in one item? This 
condition can be shown in one item by making three entries. 

1. Since the Profit and Loss account shows a capital decrease of ° 
$10.50 and the G. B. Patten, Personal account shows a capital decrease 
of $1380, the entry G. B. Patten, Personal to Profit and Loss will 
combine these two decreases under the personal account, 


Profit and Loss 


i9— 19— 
Jan. 12. Expense $8 Jan. 12. G. B. Patten, Per- 
Expense 2.50 sonal $10.50 
$10.50 $10.50 


G. B. Patten, Personal 


Jan. 9 $25 
10 105 
12. Profit and Loss 10.50 


2. The entry G. B. Patten, Capital to G. B. Patten, Personal wil! 
transfer this total decrease to the capital account, where it can be 
deducted from the investment. 

3. The entry G. B. Patten, Capital, Old Account to G. B. Patten, 
Capital, New Account will show the result of this deduction in one 
item: 
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G. B. Patten, Capital 


19— 
Jan. 12. G. B. Patten, Jan. 5 $4800 
Personal 140.50 
12. New Capital 4659.50 
$4800 $4800 


Jan. 12. New Capital $4659.50 
G. B. Patten, Personal 


i= 

Jan. 9 $ 25 Jan. 12:.G.. “Bi Patten, 
10 105 Capital $140.50 
12. Profit and Loss 10.50 


$140.50 $140.50 


The results summarized are as follows: 


G. B. Patten 
Balance Sheet 
January 13, 19— 


Cash $2815.15 G. B. Patten, Capital $4659.50 
Merchandise 1635 
Office Furniture 155 
Expense 54.35 
$4659. 50 $4659. 50 


Exercises for Practice 


Exercise 2 
(Continuing Exercise 1) 
H. L. Lambert 


Balance Sheet 
January 6, 19— 


Cash $1528 | H.L. Lambert, Capital $3800 
Merchandise Stock 1125 

Office Furniture 188 

Auto Trucks 900 

Coal 42.50 


Postage and Stationery 16.50 


$3800 $3800 
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Jan. 7, 19—. Lambert received $1472 in cash from the estate of an 
uncle who died recently, which he invested in the business. 
Gave the Red Cross merchandise valued at $50. 
8. Bought merchandise for cash, $50. 
9. Bought a typewriter desk for cash, $45. 
10. Bought office supplies and stationery for cash, $6.75. 
Bought merchandise for cash, $350. 
Bought 5 gal. gasoline for auto truck at $0.26. 
12. Bought two Liberty Bonds at $50, and gave them to Mr. Lam- 
bert’s children, Henry and Mary. 
Used one ton of coal worth $8.50. 
Used postage, stationery, and supplies worth $3.25. 
Exercise 2-A 
(Continuing Exercise 1-A) 
R. C. Slade 
Balance Sheet 
January 6, 19— 
Cash $1393 R. C. Slade, Capital $5500 
Merchandise stock 2975 
Office furniture 170.50 
Expense 86.50 
Delivery equipment 875 
$5500 $5500 
Jan. 8, 19—. Slade received $1500 in cash, a gift from an uncle. This 
money he invested in his business. 
Gave the Children’s Hospital merchandise valued at $75. 
9. Bought merchandise for cash, $310. 
Bought office supplies for cash, $15. 
10. Bought gas and oil for auto, $3.60. 
Bought an additional office desk for cash, $55. 
11. Bought merchandise for cash, $225. 
12. Bought two bicycles at $45 each and gave them to Mr. Slade’s 
children, John and Helen. 
13. Used since January 4th, one ton of coal worth $9.25. 


Used postage and stationery, $4.15. 
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Exercise 2-B 
(Continuing Exercise 1-B) 
A. R. Cornwall 
Balance Sheet 
June 5, 19— 
Cash $2375 A. R. Cornwall, Capital $5750 
Merchandise 2215 
Delivery Equipment 925 
Office Furniture 182.50 
Expense 52.50 
$5750 $5750 
June 8,19—. Gave the Salvation Army merchandise valued at $50. 


Bought a desk for the typewriter, $42.50. 


9. Mr. Cornwall received $3500 as his share in his father’s estate, 


which he invested in his business. 
Bought merchandise for cash, $250. 


10. Bought office supplies and stationery for cash, $25.75. 
Bought for cash gasoline and oil for auto truck, $6.75. 


11. Bought merchandise for cash, $275. 


12. Bought a motor cycle for cash, $425, and gave it to Mr. Corn- 


wall’s son, Fred. 
13. Used stationery and postage, $7.65. 


Exercise 2-C 


(Continuing Exercise 1-C) 


O. E. Rhodes 

Balance Sheet 

April 4, 19— 
Cash $1147.75 | O.E. Rhodes, Capital, $9000 
Merchandise 5273.25 
Office Furniture 186.75 
Delivery Equipment 2350 
Expense 42.25 

$9000 $9000 


June 6,19—. Mr. Rhodes gave the Red Cross cash, $75. 
Bought merchandise for cash, $375. 
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June 7, 19—. Mr. Rhodes received $5000 cash as a gift from his wife’s 
father. This gift he added to his investment. 
Bought for cash a typewriter desk, $70. 

8. Returned to Loeser & Co. the office desk purchased on the Ist 
inst. and selected another one, paying the difference in cost 
in cash, $6.75. 

Bought stationery and stamps for cash, $17.15. 

9. Bought gasoline and oil for auto truck, $7.10. 

Bought a fur coat for cash, $375, and gave it to Mrs. Rhodes. 

10. Bought merchandise for cash, $400. 

11. Used office supplies and stamps, $8.75. 

12. Used one T. coal worth $12.75. 


CHAPTER III 
SALES REVENUE 


Suppose we sold for $25 cash an article that cost us $20. What 
would be the effect upon the fundamental equation? We can see 
clearly that the asset Cash has been increased $25, the asset Mer- 
chandise decreased $20, and Capital increased $5. To analyze it 
still farther, the net increase of asset is $5 (the difference between 
the cash increase of $25 and the merchandise decrease of $20) and 
the capital increase is $5. 

However, the bookkeeper does not usually know the cost of 
the goods sold. The only thing that he has to go by is the selling 
price of the goods. 

Let us consider the following transaction: 


June 20, 19—. Sold merchandise for cash, $350. 


What facts are known? The value of the asset received in ex- 
change for the goods, and the selling price of the goods sold are 
known. 

What facts are unknown? The cost of the goods sold is unknown; 
therefore the exact amount of the decrease of the asset Merchandise 
is unknown, and, this being so, the net increase of capital is unknown. 
In fact, there may have been a decrease of capital. Not knowing 
the decrease of the asset Merchandise, the bookkeeper does not 
know the exact amount by which the assets have been increased. 
It is quite evident, therefore, that it is practically impossible for him 
to make a complete record at the time of the sale. He can only go 
by the known facts now. Since he knows the gross increase in asset 
and the gross increase of capital, the entry Cash to Sales Revenue can 
be made. 


Cash Sales Revenue 
19— 19— 
June 2@ $850 June 20 $350 


23 
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Later, usually at the end of the business period when the cost 
of the goods sold is known, he can complete the record by the entry 
Sales Revenue to Merchandise. This will leave the Sales Revenue 
account showing the net increase or decrease of capital and the 
assets will show the net increase or decrease of assets. 

For instance, in the transaction just recorded, suppose on June 
30 the bookkeeper learned that the cost of the goods sold was 
$325. This fact would affect the accounts as follows: 


Cash 


19— 
June 20 $350 


Merchandise Sales Revenue 


19— is | 19— 
June 30 $325 June 30 $325 June 2G $350 


The net increase of capital would then be $25 and the net increase 
of asset (the difference between the increase of $350 in cash and 
the decrease of $325 in merchandise) would be $25. Our record 
would then be complete. 

Suppose, however, that on June 30 he learned that the cost of 
the goods was $360. The entry would then be: 


Cash 


19— 
June 20 $350 


Merchandise Sales Revenue 


19— * .19— 19— 
June 30 $360 June 30 $360 June 20 $350 


This shows a net decrease of capital of $10 and a net decrease 
of asset (the excess of the decrease of merchandise over the increase 
of cash) of $10. 
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Since the Sales Revenue account is used to record the increases 
or decreases of capital, it is a temporary capital account and will 
be so treated. 


Drill Exercise 


May 1,19—. Sold merchandise for cash, $300. Entry: Debit Cash 
for the gross increase of asset and credit Sales Revenue for the 
gross increase of capital. 


Cash Sales Revenue 
19— 10 


May 1 $800 May1 $300 


RA 
er 


. Sold merchandise for cash, $450. 

. Sold merchandise for cash, $250. 

. Bought merchandise for cash, $500. 

. Sold merchandise for cash, $375. 

. Cash sales of merchandise for the day were $150. 
Bought merchandise for cash, $609. 

. Sold merchandise for cash, $315. 

. Sales of merchandise for cash to-day were $75. 


SOMA RWHN 


_ 


Model Exercise 3 
(Continuing Model Exercise 2) 


Jan. 14, 19—. Bought merchandise for cash, $325. 
15. Sold merchandise for cash, $510. 
16. Bought merchandise for cash, $275. 
17. Sold merchandise for cash, $635. 
18. Bought stationery and supplies for cash, $16.75. 
The typewriter bought on January 10th was sent to Mr. Patten’s 
home for his private use. 
Bought a new typewriter for cash, $105. 
19. Sold merchandise for cash, $489. 
Mr. Patten drew $50 cash for personal use. 
20. Sold merchandise for cash, $315. 
Stationery and stamps valued at $4.75 have been used since 
January 12. 
Coal to the value of $7.50 has been used since January 12. 
Merchandise at a cost of $1410 has been taken from stock and 
delivered to customers since Jan. 14. 
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PROCEDURE 


The instruction which you have already had will enable you to 
make the entries down through the first transaction for January 20 
without any difficulty. 

1. Second transaction of January 20. What fact must be re- 
corded? The fact that stationery and stamps valued at $4.75 have 
been used must be recorded. 

Give the entry required. 

Profit and Loss to Expense. (Give reason.) 

2. Third transaction of January 20. (See entry for January 
12, Model Exercise 2, page 17.) 

3. Fourth transaction of January 20. What fact must be re- 
corded? The fact that merchandise valued at $1410 has been 
taken from stock and delivered to customers must be recorded. 

What entry will record this fact? We must debit Sales Revenue 
because the gross increase of capital represented by that account 
has been decreased, and we must credit the merchandise account for 
the decrease of the asset Merchandise. 

What does this amount represent? This amount represents the 
the cost of the goods sold. 


Merchandise Stock 


19—- } 19— 

Jan. 13 $1635 Jan. 20. Sales $1410 
14 325 
16 215 


Sales Revenue 


19— 19— 

Jan. 20. Mdse. Stock $1410 Jan. 15 $510 
ig, 635 
19 489 
20 315 


To what conclusion does the Sales Revenue account now lead? 
The credit side of the Sales Revenue account represents the selling 
price of the goods sold since Jan. 14, $1949. The debit side represents 
the cost of the goods sold, $1410. The difference between these 
two amounts, $539, is the true increase of capital resulting from 
sales, and is known as the Gross Profit on Sales. 
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4. What is the next step to be taken? The next step is to 
transfer this profit to the Profit and Loss account by the entry 
Sales Revenue to Profit and Loss. 


Sales Revenue 


19— i= 
Jan. 20. Mdse. Stock $1410 Jan. 15 $510 
20. Profit 539 it? 635 
19 489 
20 315 
$1949 $1949 


Profit and Loss 


19— UG 
Jan. 20. Expense $4.75 Jan. 20. Sales $539 
Expense 7.50 


5. We then transfer the net profit as shown by the Profit and 
Loss account to G. B. Patten, Personal account by the entry Profit 
and Loss to G. B. Patten, Personal. 


Profit and Loss 


fo 19— 


Jan. 20. Expense SAD Jan. 20. Sales $539 
Expense Hf fi) 
G. B. Patten, 
Personal 526.75 
$539 $539 


G. B. Patten, Personal 


19— 19— 
Jan. 18 $105 Jan. 20. Profit and Loss $526.75 
50 


6. We now have the: choice of transferring the balance of G. B. 
Patten, Personal account to G. B. Patten, Capital account for the 
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purpose of increasing the investment, or leaving the balance in the 
personal account for future drawing. 

This time we will leave the balance in the personal account, but 
we will show this balance in one item by the entry G. B. Patten, 
Personal, Old Account to G. B. Patten, Personal, New Account. 


G. B. Patten, Personal 


ae 19== 
Jan. 18 $105 Jan. 20. Profit end Loss $526.75 
19 50 
20. Balance oiled 
$526.75 $526.75 
Jan. 20. Balance $371.75 


Ledger Ruling 


The illustration of this exercise on page 29 is given on regular 
ledger ruling. The following is an illustration of the ledger page: 


1 


2 3 fl 5 | 6 2 8 4) 
} 
| 
| 


| 
. Name of the account. 
. Column for date of debit entry. 
. Explanation column when needed. 
. Folio column. Its use will be explained later. 
. Amount of debit entry. 
. Column for date of credit entry. 
. Explanation column. 
. Folio column. Its use will be explained later. 
. Column for amount of credit entry. 


OCOnanrwnd- 


Inventory 


Note that the balance of certain accounts is called inventory. 
There are some accounts the present value of which can be ascer- 
tained only by actually finding the number or quantity on hand 
and taking the present cost value. This will be explained more fully 
later. 


Ledger for Model Exercise 3 


| on 3950 


Ledger for Model Exercise 3 
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G. B. Patten 
Balance Sheet 
January 20, 19— 


Cash 


$3992.40 G. B. Patten 


Merchandise 825 Investment $4659. 50 
Office Furniture 155 Withdrawal 155 


Expense 


Jan. 14, 
15; 
16. 
1%; 


18. 


19; 


20. 


58.85 F vad eRe 
$4504. 50 


Add Profit § 526.75 


$5031.25 $0031.25 


Exercises for Practice 
Exercise 3 


(Continuing Exercise 2) 


19—. Bought merchandise for cash, $150. 

Sold merchandise for cash, $450. 

Sold merchandise for cash, $246.70. 

Bought merchandise for cash, $367.89. 

Bought oil and other supplies for cash, $4.50. 

Sold merchandise for cash, $118.75. 

Lambert drew $50 for personal use. 

Bought merchandise for cash, $365.71. 

Sold merchandise for cash, $356.90. 

Lambert took merchandise for his personal use, $18.78. 

Bought stationery and office supplies for casn, $8.50. 

The typewriter which was bought Jan. 4th, has been taken to 
Mr. Lambert’s house and thus separated from the group of 
business assets for which we are accounting. Bought a new 
typewriter for cash, $105. 

13 T. coal have been used since Jan. 12, worth $8.50 per ton. 

4 gallons of gasoline and other auto supplies valued at $2 have 
been used since Jan. 12. 

Postage and office supplies valued at $2.65 have been used 
since Jan. 12. 

Sold merchandise for cash, $287.50. 

Merchandise at a cost of $1017.40 has been taken from stock 
and delivered to customers since Jan. 12. 
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Exercise 3-A 


(Continuing Exercise 2-A) 


Jan. 15,19—. Bought merchandise for cash, $210. 


June 


16 
17 


18. 


ifs). 
20. 


21. 


Sold merchandise for cash, $650. 
Sold merchandise for cash, $375.50. 


. Bought merchandise for cash, $425.75. 
. Bought oil and gasoline for cash, $5.75. 


Sold merchandise for cash, $265.30. 

Slade drew $100 for private use. 

Bought merchandise for cash, $415.25. 

Sold merchandise for cash, $575.35. 

Slade took merchandise for his personal use, $24.50. 

Bought stationery and office supplies for cash, $12.60. 

Mr. Slade sent the typewriter bought on Jan. 2 to his house 
for his private use. Bought a new typewriter for cash, $105. 


t 


bo 


. 2 tons of coal have been used since Jan. 13, worth $9.25 per ton. 


Gasoline and oil valued at $5.75 have been used since Jan. 13. 

Postage and office supplies valued at $4.85 have been used 
since Jan. 18. 

Sold merchandise for cash, $625. 

Merchandise at a cost of $1925.60 has been taken from stock 
and delivered to customers since Jan. 13. 


Exercise 3-B 


(Continuing Exercise 2-B) 


15,19—. Sold merchandise for cash, $395.80. 


16 


Bought merchandise for cash, $450. 


. Sold merchandise for cash, $425.35. 


Bought merchandise for cash, $390. 


17. Bought stationery and office supplies for cash, $15.60. 


Sold merchandise for cash, $525. 


18. Cornwall drew $75 for private use. 


19 


20 


21 


Bought merchandise for cash, $615.40. 


. Sold merchandise for cash, $527.30. 


Cornwall sent home merchandise for private use, $17.50. 


. Bought gasoline and oil for cash, $4.25. 


The desk which was bought on June 4th has been sent to Mr. 
Cornwall’s home for his private use. A new desk has been 
bought for cash, $50. 


. Gasoline and oil valued at $6.25 have been used since June 13. 


Postage and stationery valued at $11.25 have been used since 
June 13. 
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June 21, 19—. Sold merchandise for cash, $425. 
Merchandise at a cost of $1825.15 has been taken from stock 
and delivered to customers since June 13. 


Exercise 3-C 
(Continuing Exercise 2-C) 
April 15, 19—. Bought merchandise for cash, $250. 

Sold merchandise for cash, $625. 
16. Sold merchandise for cash, $495.75. 

Bought merchandise for cash, $345.60. 
17. Bought oil and gasoline for cash, $6.15. 

Sold merchandise for cash, $810.25. 
18. Proprietor drew $75 cash for personal use. 

Bought merchandise for cash, $425. 
19. Sold merchandise for cash, $537.50. 

Proprietor took home merchandise for personal use, $18.50. 
20. Bought stationery and office supplies for cash, $12.75. 

The proprietor sent home for private use the typewriter bought 
the forepart of the month. Bought a new typewriter for 
cash, $105. 

One ton of coal has been used since April 12th, $12.75. 

Gasoline and oil worth $6.25 have been used since April 12. 

Office supplies and stationery worth $5.35 have been used since 
April 12. 

Sold merchandise for cash, $310. 

Merchandise at a cost of $1365.10 has been taken from stock 
and delivered to customers since April 12. 


Review Exercises 
Exercise 1 


July 1,19—. George R. Fox began the flour and grain business with 
cash, $4200; merchandise, $600; and an auto truck, $1200. 
2. Bought of James Brown for cash: 
100 bbl. flour @ $8.50. 
150 bu. grain @ $1.25. 
3. Bought for cash, auto supplies, $16.50. 
Bought for cash, stationery, and stamps, $12. 
Gave the City Hospital merchandise, $75. 
4. Sold to Frank Cato for cash: 
50 bbl. flour @ $9.10. 
75 bu. grain @ $1.60. 
Bought of F. L. Flint for cash: 
125 bbl. flour @ $8.55. 
225 bu. grain @ $1.30. 
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July 5, 19—. George R. Fox sent home for private use, 5 bbl. flour @ 


Sept. 


= 


i 


6. 


latest cost price. 

Sold to Fred M. Rose for cash: 25 bu. grain @ $1.65, 15 bbl. 
flour @ $9.15. 

Paid for electric lights and gas used at Mr. Fox’s residence, 
eash, $6.75. 

Sold to John Owens for cash: 

15 bu. grain @ $1.65; 8 bbl. flour @ $9.15. 

Postage and office supplies valued at $6.50 have been used since 
July 1. 

Auto supplies valued at $11.25 have been used since July 1. 

Merchandise valued at $767.40 has been delivered to customers 
from stock. 


Exercise 2 


19—. James French began wholesale fruit business with cash, 
$7500; a store, $8500; an auto truck, $1200. 

Bought 1000 bbl. apples for cash, $2750. 

Sold F. L. Brody for cash, 100 bbl. apples @ $3.50. 

Bought of L. M. Cooper for cash, 1500 baskets of peaches @ 
$1.10; 2000 bu. pears @ $.75; 1200 baskets grapes @ $1.15. 


. Bought stationery and stamps, $25.10 cash. 


Bought auto supplies: grease, $6.00; 50 gal. gasoline @ $.26; 
2 extra tires, $78.50. Paid cash. 

Sold James Olean for cash: 100 baskets of peaches @ $1.30; 50 
bu. pears @ $.90; 200 baskets grapes @ $1.35. 

Sold Robert Johnson for cash: 150 baskets peaches @ $1.30; 
75 bu. pears @ $.90; 250 baskets grapes @ $1.35. 

Sold George Mason for eash, 200 bbl. apples @ $3.50; 150 bu. 
pears @ $.90; 300 baskets grapes @ $1.35. 


. Mr. French sent home for his own use 1 bbl. apples, 5 baskets 


peaches, 2 bu. pears, 2 baskets grapes. 

Paid for Mr. French private account: Telephone bill for house, 
$4.75; gas bill, $6.10; electric light bill, $7.00. 

Sold James Olean for cash, 300 bbl. apples @ $3.55. 

Bought for cash a hand delivery cart, $27.50. . 


. Bought of Charles Stoddard for cash, 500 bbl. apples @ $2.80; 


500 bu. pears @ $.80. 
Sold Walter Cronk for cash, 75 bbl. apples @ $3.75. 


. Sold Samuel Fish for cash, 200 bu. pears @ $1.00; 200 bbl. 


apples @ $3.75; 150 baskets grapes @ $1.40. 

Sold Frank James for cash, 300 baskets peaches @ $1.05; 400 
bu. pears @ $.90. 

Sold F. L. Brody for cash, 288 baskets grapes @ $1.40; 100 
bbl. apples @ $3.80. 


SALES REVENUE 35 


Sept. 6, 19—. Sold James O’Brien for cash, 100 bbl. apples @ $3.80; 100 
bu. pears at $.90. 


Stationery and stamps valued at $7.50 have been used since 
Sept. 1. 


Auto supplies to the value of $10.75 have been used since 
Sept 1. 

Merchandise valued at $4341.00 has been taken from stock and 
delivered to customers. 


CHAPTER IV 
RECEIVABLES 
Accounts Receivable 


So far we have dealt only with sales for cash. It is now neces- 
sary to consider sales on account; i.e., sales where the customer does 
not pay cash at the time he gets the goods but is given a certain 
length of time in which to pay. Such a transaction might read: 


May 1, 19—. Sold James Miller merchandise, terms 10 days, $100. 


1. How will this sale affect our fundamental equation? We 
know at once that the capital account Sales Revenue has been 
increased, but what asset, if any, has been increased? No tangible 
asset has been increased, but, as a matter of fact, we have received 
James Miller’s promise, expressed or implied, to pay for these goods. 
Therefore, we own a legal claim against James Miller for $100. 
Until he extinguishes this claim by paying us the $100, we must keep 
a record of it. He will probably buy other things on account before 
he pays and continue to buy on account and pay on account. This 
transaction then is an increase of the asset account James Miller 
and an increase of the capital account Sales Revenue. 

The accounts would appear thus: 


James Miller Sales Revenue 
19 . 1o= 
May 1 $100 May 1 $100 


May 8, 19—. Received cash from James Miller on account, $50. 


2. By this payment James Miller has cancelled part of our claim 
against him. This fact affects assets only. The asset Cash has 
36 
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been increased; therefore, we must debit cash. The asset account 
James Miller has been decreased; therefore, we must credit James 
Miller. These two accounts would appear as follows: 


Cash James Miller 
19— 19— 19— 
May 8 $50 May 1 $100 May 8 $50 
Oral Work 


Give the debits and credits with the reason in each ease. 


. Sold merchandise to A. Brown for cash, $300. 

. Sold merchandise to T. Smith, terms 10 days, $200. 

. Sold merchandise to J. White, terms 30 days, $150. 

T. Smith paid us cash on account, $100. 

. J. White paid us cash on account, $75. 

Sold merchandise to P. Gross, for cash, $125. 

. Sold merchandise to L. Fox, net 10 days, $350. 

. Received cash from T. Smith to balance account, $100. 
. P. Gross paid us cash in full of account, $125. 

. Received cash from L. Fox on account, $200. 


e 


Drill Exercise 1 
Take a sheet of ledger pzper and make entries for the following transactions: 


Nov. 1,19—. James O’Brien began business with cash, $2500; a stock 
of merchandise worth $3000; and furniture and fixtures worth 
$500. 

2. Bought stationery and stamps for cash, $15. 
3. Sold merchandise to A. Cohen, terms 10 days, $250. 
4, Sold merchandise to F. Selig, terms 10 days, $325. 
5. Bought merchandise for cash, $450. 
6. Sold merchandise to G. Young, terms 10 days, $415. 
8. Sold merchandise to B. Brown, terms 10 days, $315. 
9. Bought merchandise for cash, $375. 
10. Sold M. Doyle, merchandise, terms 10 days, $260. 
12. Sold F. Selig, merchandise, terms 10 days, $255. 
13. Received cash from A. Cohen for invoice * of Nov. 3, $250. 


* An invoice is an itemized statement of goods bought or sold, issued at the 
time the sale or purchase is made. : 


14. F. Selig paid cash for invoice of Nov. 4, $325. 
15. Sold A. Cohen, merchandise, terms 10 days, $215. 
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Nov. 16, 19—. Received cash from G. Young for invoice of Nov. 6, $415. 
18. B. Brown paid cash for invoice of Nov. 8, $315. 
19. Bought merchandise for cash, $250. 
20. Received cash from M. Doyle for invoice of Noy. 10, $260. 
22. F. Selig paid cash for invoice of Nov. 12, $225. 
25. A. Cohen paid cash for invoice of Nov. 25, $215. 
26. Sold merchandise to G. Young, terms 10 days, $340. 
27. Sold merchandise to B. Brown, terms 10 days, $260. 
28. Sold merchandise to A. Cohen, terms 10 days, $140. 
30. Stationery valued at $8 has been used since November 2. 
Merchandise valued at $2150 has been taken from stock and 
delivered to customers since November 1. 


The term Accounts Receivable is used to summarize the amounts 
due from customers. It is more convenient to use this term in 
balance sheets than to enter each account separately. In fact, in a 
business where there are hundreds of customers it would be impos- 
sible to list them all in the balance sheet. If such a list is desirable, 
it is made on a separate sheet and referred to as Schedule A or 
Schedule I. 


Notes Receivable 


Examine the following: 


April 3, 19—. Sold merchandise to James Fitz, terms 10 days, $300. 
6. Received from James Fitz, his 10-day note of to-day’s date for 
invoice of April 3, $300. 
16. Received from James Fitz, cash for his note of April 6, due to- 
day, $300. 


1. In the transaction of April 3, we have received a claim 
against James Fitz for $300. We have his promise, expressed or 
implied, to pay all claims against him arising through his account. 
The promise is usually not limited to any set amount. The entry 
for April 3, therefore, would be James Fitz to Sales Revenue, $300. 

2. In the transaction of April 6, however, he cancels this claim 
of April 3, by giving us a written promise to pay the amount of the 
invoice at a certain set time. This creates a new kind of asset called 
Notes Receivable. It does not cance! our claim against James Fitz, 
but puts this claim in a written form which can be transferred from 
one person to another for value. The note which we received might 
appear as follows: 


RECEIVABLES 39 


New York, N.-Y., No.AF | 


ee, to pay 
to the order here of eT me fo s$faa— 


Lice Ade te 
Value received Bry 
Dulin, /9— Kee! LZ ~ 


The entry for the transaction of April 6 would be Notes Receiva- 
ble to James Fitz. 


Dollars 


Notes Receivable James Fitz 
19— 19— 19— 
April6 $300 April3 10da., $300 April6 $3800 


3. In the transaction of April 16, assets only are affected. The 
asset Cash is increased and the asset Notes Receivable is decreased. 
The entry is Cash to Notes Receivable, $300. 


Cash Notes Receivable 
19— 19— Ig— 


April 16 $300 April 6 $300 | April 16 $300 


April 18, 19—. Sold merchandise to F. Cole, terms 30-day note, $250. 
Received the note. 


4. In the transaction of April 18, two facts are to be recorded. 
First, record the sale of the merchandise as though it were on account, 
F. Cole to Sales Revenue, $250. Then record the receipt of the note, 
Notes Receivable to F. Cole, $250. 

Some bookkeepers would record the facts in one entry, Notes 
Receivable to Sales Revenue, $250, but this is considered a weak entry. 
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‘It fails to open an account with F. Cole and there is therefore no 
record of the transactions with him. 


Norn. The difference between the terms of a sale which read “‘ terms 30-day 
note”’ or ‘‘for a 30-day note”’ or ‘on a 30-day note”’ should be carefully noted. 
In the first case, while the terms are a 30-day note, it does not necessarily imply 
that the note has been received. The receipt of the note should be looked for 
later. In the other two cases, the receipt of the note is implied. 


Drill Exercise 2 


. Sold Jones merchandise on account, $200. 
. Received 10-day note from Jones for invoice, $200. 
. Jones paid us cash for his note due to-day, $200. 
. Sold Smith merchandise, terms 19-day note, $150. 
. Received Smith’s note for invoice, $150. 
- Received cash from Smith for his note, $150. 
7. Sold Brown merchandise for his 20-day note, $200. (Receipt 
of note is implied.) 
8. Brown paid us cash for his note due to-day, $200. 
9. Sold White merchandise on account, $350. 
10. Received White’s 10-day note for invoice, $350. 
11. Received White’s check for his note due to-day, $350. 
12. Sold Peters merchandise for his 15-day note, $300. (Receipt of 
note is implied.) 
13. Peters paid us cash for his note due to-day, $300. 
14. Sold F. Stone merchandise on his 30-day note, $125. (Receipt 
of note is implied.) 
15. I’. Stone paid us cash for his note, $125. 
16. Sold 8. Abrams merchandise on account, $175. 
17. S. Abrams paid us cash for invoice, $175. 
18. Sold J. Cohen merchandise, terms 10-day note, $100. 
19. Received from J. Cohen his 10-day note for invoice as per terms, 


Aaaorwh 


20. Received cash from J. Cohen for his note due to-day, $100. 

21. Sold merchandise to Jones on account, $225. | 

22. Jones gave us his 10-day note for invoice, $225. 

23. Sold merchandise to White for his 10-day note, $160. 

24. Sold merchandise to Brown, terms 10-day note, $140. Received 
the note. 

25. Received cash from Jones for his note, $225. 
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Drill Exercise 3 


Give the debits and credits for the following transactions with the reason 
for each case: 


A. 
- Sold merchandise to P. Brown for his 30-day note, $200. 
. Sold merchandise to James Hall, terms 30 days, $300. 

. J. Smith paid cash for his 30-day note due to-day, $150. 


Sold merchandise to J. Smith for his 30-day note, $150. 


R. Brown paid cash for his note due to-day, $200. 


. Received from James Hall, on account cash, $50. 

. Received from James Hall, his 30-day note on account, $100. 

. Sold merchandise to J. White, terms 10 days, $250. 

. Received from J. White, his 30-day note on account, $250. 

. Sold merchandise to F. Jones, for his 30-day note, $200. 

. Received from F’. Jones, cash for his note due to-day, $200. 

. Received cash from J. White for his 80-day note due to-day, $250. 
. Received cash from James Hall on account, $75. 

. Received cash from James Hall for his note due to-day, $100. 

. Sold merchandise to F. Sinart for his 30-day note, $225. 


SUMMARY 


From the foregoing work it is seen that the principles of debit 
and credit for assets apply to all Receivables because Receivables are 


assets. 


Therefore, we debit a receivable account when the asset which 
the account represents is increased, and credit a receivable account 
when the asset represented by it decreases. 

The terms of each sale should be shown in the wide space following 
the date column in the ledger. 


Model Exercise 4 
B. D. French 
Balance Sheet 


June 1, 19— 

Cash $3135.60 B. D. French, Capital $6851.50 
Merchandise Stock 1247.35 
Office Furniture 800 
Delivery Equipment 950 
J. Smith 216.30 
F. Brown “Sv 3K) 
Expense (supplies) 160.75 

$6851.50 $6851.50 


42 ELEMENTS OF BOOKKEEPING 


June 1,19—. Paid rent of store for June in cash, $100. 
2. Sold merchandise to J. Smith, terms 10 days, $350. 
3. Bought merchandise for cash, $625. 
4. Sold merchandise to F. Brown, terms 10 days, $417. 
6. Received check from J. Smith for invoice of May 26, $216.30. 
7. Bought auto supplies for cash, $29.50. 
8. Sold merchandise to J. Smith, terms 10 days, $615. 
9. Bought merchandise for cash, $495. 
0. Mr. French drew cash for personal use, $150. 
Received check from F. Brown for invoice of May 31, $341.50. 
11. Received of J. Smith, his 15-day note of to-day’s date for invoice 
of June 2, $350. 
13. Sold merchandise to F. Brown for his 15-day note, $460. 
Received the note. 
14. Bought merchandise for cash, $750. 
Received of F. Brown, his 15-day note, dated to-day for invoice 
of June 4, $417. 
15. Paid incidental expenses in cash, $17.25. 
Sold merchandise to F. Brown, terms 15 days, $290. 
Paid clerk’s salaries to date, $140. 


Asset Inventories 


Merchandise $1827 .35 

Expense 195 

Delivery Equipment 925 

Office Furniture 780 
PROCEDURE 


1. From the instruction already given, the student should be 
able to make the entries for recording the transactions of Model 
Exercise 4, without further aid. However, as there are some changes 
in the method of arriving at the increases and decreases of capital, 
the closing entries for this exercise are given. 

You will note that, whereas heretofore the cost of the goods sold 
and the value of the supplies consumed were given as a part of the 
exercise proper, now the value of the goods unsold and the value of 
the supplies, etc., not consumed are given as inventories at the end 
of the exercise. . 

The inventory of merchandise is found by obtaining the quan- 
tity of goods on hand and valuing them at the present cost price. 
The expense inventory is found in the same manner. In fixing the 
inventory or present value of the equipment (Office Furniture and 
Delivery Equipment), allowance must be made for the wear and tear 
caused by usage; and though the quantity or number is known, the 
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cost price cannot be used. The present value is appraised or fixed 
according to the length of time the article is expected to last. For 
instance, if a typewriter may be assumed to last ten years in office 
work, the typewriter would be assumed to be worth 9/10 of its cost 
price at the end of the first year. 

2. We shall now discuss the entries necessary to record the 
changes in capital during Model Exercise 4. By examining the 
merchandise account, we find that the total cost of merchandise for 
the period was $3117.35, of which, according to our inventory of 
June 15, $1827.35 remains unsold. The cost of the goods sold, then, 
must have been the difference between these two amounts or $1410. 

By the entry Sales Revenue to Merchandise, we record this fact. 


Merchandise 
19— 19— 
June 1 $1247 .35 June 15. Sales $1410 
3 625 
9 495 
14 750 
Sales 
19— 19— 
June 15. Merchandise $1410 June 2 $350 
4 417 
8 615 
13 — 460 
15 290 


The value of the sales for the period is $2132, and since the cost 
of the goods sold is $1410, the difference of $842 is the gross gain 
on sales. This we transfer to the Profit and Loss account by the 
entry Profit and Loss to Sales Revenue, thus closing the Sales account. 


Sales Revenue 


2 i= 


June 15. Merchandise $1410 June 2 $350 
Profit and Loss 842 4 417 

8 615 

13 460 

15 290 


$2132 $2132 
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Profit and Loss 


19— 
June 15. Sales $842 


The inventory for the Expense Account shows that of the $447.50 
worth of supplies charged to expense, $195 worth remain unused. 
Therefore, supplies to the value of $252.50 must have been used 
since June 1. We record this fact by the entry Profit and Loss to 
Expense. 


Expense 
19— 19— 
June 1 $160.75 June 15. Profit and Loss $252.50 
1 100 
i 29.50 
15 le) aR 
15 140 


Profit and Loss 


= io 
June 15. Expense $252.50 June 15. Sales $842 


An examination of the inyentories for our equipment accounts, 
Office Furniture and Delivery Equipment, shows that these two 
assets have depreciated in value through use during the first half 
of June, $20 and $25 respectively. We record these facts by the 
entries Profit and Loss to Office Furniture, $20, and Profit and Loss 
to Delivery Equipment, $25. 


Office Furniture 


19— 19— 
June 1 $800 June 15. Profit and Loss $20 
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Delivery Equipment 


19— 162 
June 1 $950 June 15. Profit and Loss $25 


Profit and Loss 


19— I 

June 15. Expense $252.50 June 15. Sales $842 
15. Office Furniture 20 
15. Del. Equipment 25 


The credit side of our Profit and Loss account now shows the 
total profits and the debit side shows the total deductions from 
these profits. The difference, $544.50, therefore, is the net gain. 

This amount, therefore, we shall transfer to the B. D. French, 
Personal account by the entry, Profit and Loss to B. D. French, 
Personal, and after deducting the withdrawals found in the personal 
account, we will transfer the balance to the capital account for 
investment by the entry B. D. French, Personal to B. D. French, 
Capital. 


Profit and Loss 


a 19— 
June 15. Expense $252.50 June 15. Sales $842 
15. Office Furniture 20 
15. Del. Equipment 25 
15-33. (Daeizench, 
Personal 544.50 


$842 $842 


B. D. French, Capital 


19— 
June 1 $6851.50 
15. B. D. French, 
Personal 394.50 
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B. D. French, Personal 


19— 19— 
June 10 $150 June 15. Profit and Loss $544.50 
15. B. D. French, 
Capital 394.50 
$544 .50 $544.50 


We are now ready to close all the Asset accounts and the Capi- 
tal account; that is, show in one item the conclusion to which each 
of these accounts leads. This is done by the entries, Cash, Old 
Account to Cash, New Account; Merchandise, Old Account to Mer- 
chandise, New Account; etc. (See Model Exercise 1, page 10.) 


Nore. To give more practice and drill in the procedure of closing the 
books, the preceding exercises have been closed at different times during the 
month. However, in business, the business period ends on the last day of the 
month. In fact, the Collector of Internal Revenue will not allow the fiscal 
(financial) period to end except at the end of a month. 


Financial Statements 


It is necessary for the bookkeeper to furnish information to the 
proprietor from time to time as to the condition of the business. 
This is regularly done at the end of each business period. For this 
purpose, two statements are used. 

The Balance Sheet, showing the relation of the assets, liabilities, 
and capital to each other on a certain day. 

The Profit and Loss Statement, showing the increases and 
decreases of capital during the business period and the sources of 
these increases and decreases. 

1. The Balance Sheet. The student is already familiar with a 
simple form of the Balance Sheet, but to make our records complete 
for Model Exercise 4, the balance sheet will also be given. 


(Continued on page 49) 


Ledger for Model Exercise 4 
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B. D. French 
Balance Sheet 
June 15, 19— 


Cash $1386.65 B. D. French 
Merchandise Stock 1827.35 Investment $6851.50 
Expense 195 Drawings 150 
Office Furniture 780 i 
Delivery Equipment 925 $6701.50 
Notes Receivable 1227 Add Profit 544.50 
J. Smith 615 New Capital $7246 
F. Brown 290 
$7246 $7246 


2. Statement of Profit and Loss. The purpose of the Profit and 
Loss Statement is to give in detailed form the sources of the increases 
or decreases of capital. By its use, the proprietor can compare 
results of one period with another and arrive at the reason for any 
differences that may occur. If his gains are smaller for one period than 
they were the previous period, the Balance Sheet will disclose the 
fact but will not show him why. It may be that his sales have been 
smaller than they were the previous period; or it may be that his 
operating expenses have been greater. If he knows just how the 
difference was brought about, he can plan his business for the next 
period to remove, if possible, the cause for the differencé. He must, 
therefore, have a report which will give him the total sales, the cost 
of the goods sold, the operating expenses, and the net gain. 

The term Operating Expenses applies to the supplies consumed 
in carrying on the business and to the wear and tear on equipment. 
For example, if, during a certain period, the value of the supplies 
consumed in carrying on the business was $210, the wear and tear 
(called depreciation) on furniture and fixtures was $30, and the de- 
preciation on delivery equipment was $45, the operating expenses 
would be $285. This term will be used hereafter in making Profit 
and Loss Statements, etc. 


Operating Expenses: 


fixpense supplies used $210 
Depreciation on furniture and fixtures 30 
Depreciation on delivery equipment 45 


Total operating expense $285 
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B. D. French 
Statement of Profit and Loss 
For period ending June 15, 19— 


Sales 2132 
Cost of Goods Sold: 
Merchandise on Hand, June 1 1247/35 
Add Purchases, June 1 to June 15 1870 
Total Cost of Goods Available for Sale 3117|35 
Less Merchandise on Hand, June 15 1827|35 
Cost of Goods Sold 1290 
Gross Gain on Sales | 842 
Less Operating Expenses: 
Expense Supplies Used 252|50 
Depreciation on Office Furniture 20 
Depreciation on Delivery Equipment 25 
Total Deduction for Operating Expenses 297/50 
Net Gain 544/50 


You will note that in order to find the cost of the goods sold he 
must know the goods on hand at the beginning, as shown by the 
merchandise stock; the value of the goods added to stock, as shown 
by the purchases; and the value of the goods remaining unsold at the 
end of the period, as shown by the inventory at the close. 

Also in deducting the operating expenses, he must not only know 
what supplies have been used, salaries paid, etc., but he must also 
know the depreciation of the equipment, as shown by the inventories 
for Office Furniture and Delivery Equipment. 


The Merchandise Stock and Purchase Accounts 


In order to give all the items that were necessary to make up the 
cost of the goods available for sale (i.e., the stock of goods on hand at 
the beginning of the period and the value of the goods added to the 
stock during the period), it was necessary to make an analysis of the 
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merchandise account. Since both of these items are necessary in 
making up a statement of Profit and Loss, the work would be simpler 
if they were kept separate from the beginning. Hereafter, then, 
we will record the merchandise on hand at the beginning in an 
account called Merchandise Stock, and any additions that are made 
during the period through purchases from others we will record in 
the Purchases account. 


Sept. 1,19—. James Otis owned a stock of merchandise worth $1500 
and $2000 in cash. 
2. Bought merchandise for cash, $600. 
3. Bought merchandise from James Osborn for cash, $500. 


Entries 
Merchandise Stock James Otis, Capital 
i (= 
Sept. 1 $1500 Sept 1 $3500 
Cash Purchases 

19— 19— 19— 
Sept. 1 $2000 Sept. 2 $600 Sept. 2 $600 

3 500 3 500 


You will note that by recording the merchandise stock owned 
on Sept. 1 under the Merchandise Stock account, and the purchases 
made on September 2 and 3 under the Purchases account, we can at 
a glance find the items that make up the cost of goods available for 
sale. 


Drill Exercises 


Make entries for the following and show the cost of the goods available for 
sale in each drill exercise: 


1. Aug. 1, 19—. Peter Delaney owned a stock of merchandise ° 
worth $1800 and $2500 in cash. 

2. Bought merchandise for cash, $750. 

3. Bought merchandise for cash, $800. 

4. Bought merchandise for cash, $310. 
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2. June 1, 19—. Owen Lyman owned cash, $3000, and a stock of 
merchandise worth $800. 
2. Bought merchandise for cash, $350. 
3. Bought merchandise for cash, $270. 
4. Bought merchandise for cash, $325. 
5. Bought merchandise for cash, $415. 


3. April 1, 19—. Stephen Betts owned cash, $3500, and a stock of 
of merchandise worth $1200. 

. Bought merchandise for cash, $250. 

. Bought merchandise for cash, $200. 

Sold merchandise for cash, $400. 

Sold merchandise to Smith, term is 30 days, $300. 

. Bought merchandise for cash, $300. 

. Sold merchandise to P. White, terms 10 days, $250. 

. Bought merchandise for cash, $450. 

. Sold merchandise for cash, $325. 


SOM AaMkwWwhy 


my 


If the merchandise on hand April 10 is $1475, find: 


(a) The Cost of the Goods available for Sale. 
(b) The Cost of the Goods Sold. 
(c) The Gross Gain on Sales. 


Exercises for Practice 


Exercise 4 


R. F. Scudder 
Balance Sheet 
June 30, 19— 


Cash $ 700 R. F. Scudder, Capital $14,389.13 
IF. C. Arnold 350.50 
A. W. Harris 465.74 
Merchandise Stock 9,567.59 
Delivery Equipment 2,250 
Office Furniture 780 
Expense (fuel) Thy iO) 
$14,389.13 $14,389 .13 


July 1, 19—. Sold merchandise to F. C. Arnold, terms 30 days, $150. 
Sold merchandise to A. W. Harris, terms 30 days, $125. 
Bought merchandise for cash, $300. 
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July 2, 19—. Received cash of F. C. Arnold for invoice of June 2, 
$150.50. 
* Paid the N. Y. Telephone Co. cash for July service and tolls, 
$10.25. 
Received cash of A. W.Harris for invoice of June 16, $160.25. 


5. Sold merchandise for cash, $456.83. 
Paid office salaries in cash, $65. 
Paid cash for auto tire and repairs, $65.45 
Sold merchandise to The Kirkman Trading Co., terms 10 days, 
$345.80. 


8. Sold F. C. Arnold, merchandise, terms 10 days, $256.50. 
Bought merchandise for cash, $989.67. 
Sold merchandise to M. M. Slocum, terms 10 days, $345.50. 
Paid cash for stationery and postage, $10.45. 


10. Paid July rent on premises in cash, $350. 
R. F. Scudder invested cash, $2000. 
Sold merchandise to A. W. Harris, $450.40. Received cash, $300, 
balance on terms of 10 days’ credit. 
Received cash of A. W. Harris for invoice of June 8, $205.50. 


13. R. F. Scudder drew $100 in cash and $25 in merchandise for 
personal use. 
Sold merchandise to M. M. Slocum, terms 10 days, $150.50. 
Bought merchandise for cash, $684.90. 
Bought auto supplies for cash, $18.50. 
Paid petty expense items in cash, $10.50. 


15. Received of F. C. Arnold his 30-day note for invoice of June 
12, $200. 
Sold A. T. Smith, merchandise, terms 30-day note, $350. 
Received of A. T. Smith his 30-day note for invoice of to-day’s 
date, $350. 
* Paid electric light bills in cash, $18.73. 
* Paid wages of employees, $186.50. 


*Service Accounts. Payment of wages, electric light bills, telephone bills, 
etc., represent payment for services. The service rendered is an asset to the 
business. A store without lights, telephone, clerks, etc., would not do much 
business. The mere having the goods does not produce the sales. Therefore, 
these services are assets almost, if not quite, as important as the goods them- 
selves. Each is needed for the carrying on of the business. For the present 
these assets will be combined with the other miscellaneous assets in the expense 
account, but later for purposes of analysis and comparison many of them will 
be kept in separate accounts. Such accounts are known as Service Accounts. 
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Asset Inventories 


Merchandise $9,657 .82 
Expense 537.80 
Delivery Equipment 2,200 
Office Furniture 780 


Exercise 4-A 


R. L. Jones 
Balance Sheet 
June 30, 19— 
Cash $1,200 R. L. Jones, Capital $14,646.60 
A. L. Rice 410 
P. T. Lee 547.50 
Merchandise Stock 8,864.10 
Delivery Equipment 2,500 
Office Furniture 800 
Expense 325 
$14,646.60 $14,646.60 
] 
July 1, 19—. Sold merchandise to A. L. Rice, terms 30 days, $175. 
Sold merchandise to A. W. Harris, terms 30 days, $145. 
Bought merchandise for cash, $600. 
2. Received cash from A. L. Rice for invoice of June 5, $190. 
Paid N. Y. Telephone Co. cash for July service and tolls, $8.75. 
Received cash of P. T. Lee for invoice of June 12, $235. 
3. Returned merchandise valued at $75, bought on the Ist, and 
received cash for the same. 
5. Sold merchandise for cash, $440. 
Paid office salaries, $75. 
Paid cash for auto tire and repairs, $70. 
Sold merchandise to George White, terms 10 days, $425. 
8. Sold merchandise to A. L. Rice, terms 10 days, $316.25. 
Bought merchandise for cash, $625. 
Sold merchandise to Frank Brown, terms 10 days, $335. 
Paid cash for stationery and stamps, $12.50. 
10. Paid July rent in cash, $300. 


R. L. Jones invested cash, $1500. 

Sold merchandise to P. T. Lee, $525. Received cash, $300, 
balance on terms of 10 days’ credit. Received cash of P. T. 
Lee for invoice of June 20th, $125.75. 
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July 12, 19—. R. L. Jones drew $75 cash and sent home merchandise, 
$50, for personal use. 
Sold merchandise to George White, terms 10 days, $350. 


14, Bought merchandise for cash, $610. 
Bought auto supplies for cash, $12.60. 
Paid petty expense items, $11.40. 


Asset Inventories 


Merchandise $8,925.25 

Expense 380 

Delivery Equipment 2,500 

Office Furniture 800 
Checks 


We have seen that when goods are sold we may receive for them 
cash, an oral or implied promise to pay, or a written promise to pay. 
If cash is received, it may be either currency (2.e., gold, silver, bank 
notes, etc.) or a check. 

A check is a written order on a bank to pay to the order of the 
person designated a certain sum of money. It is possible to make 
such a demand on the bank because the one drawing the check has 
deposited money with the bank under an agreement that the bank 
will pay the money out on his order. 

1. Form of Check. 


BROOKLYN, Neo sill 2-20 =e Naw oe 


CrrizENS NATIONAL BANK «210 


Al WTO TEE. ——~ |E 
| PAY ORD Ee ee BAZ 


2. Opening an Account in a Bank. To open an account at the 
bank, you should be introduced to the cashier and identified by some- 


E 
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one known to him. You must 
DEPOSITED IN then fill out a signature card using 
CITIZENS NATIONAL BANK the signature you expect to use 
ae in signing and endorsing checks. 
py Yante Yalone? ; ah, 
You will then fill out a deposit slip 
ue agora Ny font 2 19 similar to the form at the left. 

PLEASE LIST EACH CHECK SEPARATELY You will then receive a pass 
Flats 5 book similar to the one below and a 
check book. The pass book is the 
only evidence given by the bank of 
your deposits. Whenever a deposit 
is made, you present your money 
and deposit slip to the teller to- 
gether with your pass book. The 
teller enters the deposit in the pass 
book. This serves as your record of 
the transaction. Formerly, it was 
the custom in all banks for the book- 
keeper to balance the pass books 
from time to time, returning the 
cancelled checks to the depositor; 
but at present many banks have 
adopted the plan of furnishing 
monthly statements to the depositor. 


BILLS 


CHECKS 


Pass Book 
Citizens Nationa BANK Frank Malone 
Dr: Cr: 
19|— 
Jan.| 2 2025 


Norts. In the exercises following, the student should write out some of the 
different business forms mentioned, at least one or two for each exercise. 
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Indorsements 


Notes, drafts, checks, etc., are made payable to some person or 
persons named in the paper, called the payee, or to bearer. Payment 
is ordered by the payee by a writing on the back called an indorse- 
ment. An indorsement may order payment to the payee or transfer 
the title to the instrument to someone else. Unless words are used 
in the indorsement disclaiming liability (see Qualified Indorsement), 
an indorser becomes liable for the amount named in the paper. 


BLANK INDORSEMENT 


1. The blank indorsement offers 
no protection to the indorser. It 
is only safe to use when having 
checks cashed at the bank. 


FULL INDORSEMENT 
2. The full indorsement gives 


full protection to the indorser. If Mig ea cadoc et gE 
a check or note is lost or stolen and ee 
has this indorsement, it is valueless Heres OZZ7a4, 


to the finder or thief. 


QUALIFED INDORSEMENT 


3. Either form of the qualified 
indorsement orders payment, or 
transfers title, but does not render 
the indorser liable. Checks or 
notes bearing this indorsement 
should be accepted with the great- 
est caution. 


4. This form, the restricted in- 
dorsement, is sometimes used in 
mailing checks to a bank for de- 
posit. It makes the bank your 
agent for collecting the check or 
note. The full indorsement is just 
as safe and is preferred by the 
banks. The words for collection 
might be used instead of for deposit. 
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Exercises for Practice 
Exercise 4-B 


J. N. Lansing 

Balance Sheet 

March 31, 19— 
Cash $2,962.50 J. N. Lansing, Capital $6,057.25 
M. Sands 120.50 , 
T. Brown Woa2o 
Mdse. Stock 1,814.50 
Office Furniture 950 
Expense 134.50 

$6,057 .25 $6,057 .25 


April 1, 19—. *Sold merchandise to M. Sands, terms n/20 days, $157. 
Sold merchandise to T. Brown, terms n/20, $228.50. 


* Terms 30 days, terms net 20 days, etc., are usually expressed by the form 
n/30; n/20, etc. Either terms 10 days or terms n/10 mean exactly the same. 


2. Bought merchandise for cash, $425. 
Bought motor truck for cash, $1200. 
Paid rent, $120. 

4, Received cash of T. Brown for invoice of March 22, $50.25. 
Paid telephone bill for March, $11.15. 

5. Received cash of M. Sands in full of account for March, $120.50. 
Paid cash for stationery and postage, $8.40. 

6. Sold R. M. Black, terms n/10, merchandise for $415.50. 
Proprietor drew $50 for personal use. 

8. Paid salaries for the week, $128.50. 
Paid cash for auto supplies, $42. 
Sundry cash sales to-day, $365.20. 
Sold Clark & Co., terms n/10, merchandise for $562.74. 

9. Paid by check a bill for printing, $17.60. 

12. Received check for $25, of T. Brown in full of invoice of 
March 22d. 

Paid cash, $12.60, for gasoline, oil, ete: 

14. Sold White & Co., merchandise, terms 4 cash, balance n/20, 
invoiced at $240.30. Received his check for the cash 
payment. : 

Bought merchandise for cash, $940.25. Paid by check. 
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April 15, 19—. Paid by check a bill for light, $24.70. 


Received a 30-day note of to-day’s date of R. M. Black in pay- 
ment of invoice of the 6th. 

Proprietor drew $50 for personal use. 

He also drew a check in the firm’s name to pay for the insurance 
on his home, $115.20 

Paid salaries, $126. 


Asset Inventories 


Merchandise $2,124.45 
Expense 121.12 
Delivery Equipment 1,200 
Office Furniture 945 


Exercise 4-C 
B. M. Oliver 
Balance Sheet 

January 31, 19— 


Cash $2,126.34 B. M. Oliver, Capital $6,297.54 
J. Johnson 347 .30 
I. Trawl 198.65 
Mdse. Stock 2,465 .50 
Office Furniture 1,020 
Iixpense 139.75 
$6,297 . 54 $6,297 .54 
Feb. 1,19—. Sold merchandise to J. Johnson, terms n/30, $87.95. 


Bought merchandise for cash, $700. 
Bought horse and wagon for cash, $350. 
Paid rent in advance for month, $90. 


. Received cash of J. Johnson for invoice of Jan. 4th, $347.30. 


Returned merchandise bought on the Ist and received cash, $25. 
Sold merchandise for cash, $550. 
Paid cash for petty expenses, $3.25. 


. Sold T. L. James, merchandise for $625.50, terms n/10. 


Paid for painting te wagon, $50. 

Received of F. Trawl, a check for $98.65 and a 30-day note 
dated to-day, for the balance, in payment of invoice of the 
26th of Jan. 

Paid telephone bill, $9.40. 
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Feb. 6, 19.— Sold Mandel Bros., terms n/20, merchandise for $364.25. 


11. 


13. 


Paid $25 for advertising and $3.50 for petty expenses. 

Paid salaries for week, $135. 

Proprietor drew $60 for personal use, and sent home merchandise, 
costing $39.40. 


. Sold Walsh & Jones, terms } cash, balance n/10, merchandise 


for $652.70. Received his check for the cash payment. 

Paid $1.30 for telegrams. 

Paid $12.75 for bill for electric light. 

Cash sales, $300. 

Bought merchandise for cash, $850.60. Paid by check. 

Sold Arthur & Co., terms 4 cash, balance 30-day note, mer- 
chandise for $660. Received the note and check. 

Proprietor drew $60 for personal use. 

Paid $135 for salaries, and $1 for petty expense. 


Asset Inventories 


Merchandise $2,096.35 
Expense 142.55 
Delivery Equipment 350 


Office Furniture | 1,010.75 


CHAPTER V 
LIABILITIES 
Accounts Payable 


1. If, on June 1, 19—, John Gray owns merchandise worth $600 
and cash, $2400, his assets are $3000, and his capital is $3000. 

Now suppose on June 2, 19—, he buys merchandise of Jones 
Brothers, terms 30 days, $500. 

It is quite evident that his assets have been increased by $500, 
but his capital has not been increased nor has any asset been 
decreased. What then is to be the credit for the $500? 

Since Jones Brothers have not been paid for the merchandise, 
it is evident that they have a claim on John Gray’s assets of $500. 
Such a claim is known as a liability and we credit the account owning 
such a claim the same as we credit the proprietor for his claim. Our 
fundamental equation is now complete and we have: 


Assets = Liabilities + Capital 


as 

Cash $2400 Jones Brothers $ 500 
Mdse. 1100 John Gray’s capital 3000 
$3500 $3500 


Illustration by Accounts 


Cash 
19— 
June l $2400 . 
Merchandise 
19— 
June 1 $600 
2 509 


61 


62 ELEMENTS OF BOOKKEEPING 


John Gray, Capital 


19— 
June 1 $3000 


Jones Brothers 


i 
June 1. 30 days’ time $500 


2. June 15, 19—. Paid Jones Brothers, cash on account, $200. 

Since Jones Brothers were credited for their claim on John 
Gray’s assets, they must be debited when this claim is decreased. 
We debit Jones Brothers, therefore, because the liability represented 
by their account has been decreased and we credit Cash because the 
asset Cash has been decreased. These two accounts would then be: 


Cash 


1L9—= 19— 
June 1 $2400 June 15 $200 


Jones Brothers 
| 


Oe 1 
June 15 $200 June 2. On 30 days’ time $500 
Oral Work 


Give the debits and credits and the reason in each ease. 


. Bought merchandise of Steel Bros., terms 10 days, $300. 

. Bought merchandise of Brown & Co., terms net 10 days, $450. 
. Paid Steel Bros. cash on account, $150. 

. Paid Brown & Co. cash in full for invoice, $450. 

Bought merchandise of Johnson & Son, terms 10 days, $500. 

. Paid Steel Bros. cash for balance of invoice, $150. 

. Bought merchandise of R. Waite, terms 10 days, $600. 


NAMAPwOdPe 
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8. Paid Johnson & Son cash on account, $300. 
9. Paid R. Waite cash in full for invoice, $600. 
10. Paid Johnson & Son cash for balance of invoice, $200. 


Nore. The term Accounts; Payable is used when we wish to summarize 
the amounts due from us to our creditors. (See Accounts Receivable, page 38.) 


Notes Payable 


1. June 20, 19—. Gave Jones Brothers our 30-day note for balance 
of invoice of June 2, $300. 


The fact to be recorded in this transaction does not affect either 
assets or capital. It affects liabilities only. Mr. Gray decreased 
the liability represented by the Jones Brothers account, but he has 
created a new liability called Notes Payable. He, therefore, must 
debit Jones Brothers because of the decrease of that liability, and 
credit Notes Payable because of the increase of that liability. The 
two accounts now stand: 


Jones Brothers 


19 1 
June 15 $200 June 2. Terms, 30 days $500 
20 300 


Notes Payable 


19— 
June 20 $300 


2. July 20, 19—. Paid Jones Brothers cash for my note due to-day, 
$300. 


This fact affects both assets and liabilities. We debit Notes 
Payable because of the decrease of that liability, and we credit Cash 
because the asset Cash has been decreased. These two accounts 
now stand: 


Cash 


19— 19— 
June 1 $2400 June 15 $200 
July 20 300 
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Notes Payable 


19— 19— ; 
July 20 $300 June 20 $300 
Oral Work 


Pope 


. Bought merchandise of P. Sims, terms 30 days, $600. 

. Gave P. Sims our 30-day note on account, $200. 

. Gave P. Sims cash on account, $100. 

. * Bought of J. White for a 30-day note, merchandise, $350. 


Gave him the note. 


*This transaction has two facts to record and should be treated thus: 
First, record the purchase as though it were on account: Merchandise to J. White; 
then record the giving of the note: J. White to Notes Payable. 


OOINBDH 


ii. 
12. 
13. 
14. 
15. 


Paid P. Sims cash for our note, $200. 


. Paid P. Sims cash on account, $200. 

. Bought merchandise of R. Stone, terms 10 days, $450. 

. Bought merchandise of C. Franklin for our 30-day note, $350. 
. Gave R. Stone our 60-day note on account, $300. 

10. 


Bought merchandise of P. Sims for our 30-day note, $250. 
(The giving of the note is implied.) 

Paid R. Stone cash on account, $100. 

Paid R. Stone cash for our note, $300. 

Bought merchandise of J. White for our 30-day note, $450. 
Paid P. Sims cash on account, $50. . 

Gave R. Stone our 30-day note to balance account, $50. 


We have seen that liabilities are claims against the assets of the 
business. In other words, the creditor has a part interest in the 


assets. 


Therefore, we credit a liability account when the liability repre- 
sented by that account zncreases and we debit a liability account when 
the liability represented by that account decreases. 


SUMMARY 


Laws which govern changes in the fundamental equation: 


1. Assets are increased: 


a. By an increase of capital. 
b. By an increase of liability. 
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2. Assets are decreased: 
a. By a decrease of capital. 
b. By a decrease of liability. 


An asset account may be increased by the decrease of another asset account 
without affecting liabilities or capital and vice versa. 

For example, Apr. 2, 19—, Received F. Johnson’s 30-day note for invoice of 
March 25, $300. 


3. Liabilities are increased: 
a. By an increase of asset. 
b. By a decrease of capital. 
4. Liabilities are decreased: 
a. By a decrease of asset. 
b. By an increase of capital. 


A liability account may be increased by the decrease of another liability 
without affecting assets or capital and vice versa. 

For example, June 10, 19—, Gave Jones Bros. our 30-day note of to-day’s 
date for invoice of June 1, $400. 


5. Capital is increased: 
a. By the net profit. 
b. By an increase of asset. 
c. By a decrease of liability. 


6. Capital is decreased: 
a. By the net loss. 
b. By a decrease of asset. 
c. By an increase of liability. 


Give an example illustrating each of the above laws. 


5 Model Exercise 5 
(Continuing Model Exercise 4) 
B. D. French 
Balance Sheet 


June 15, 19— 
Cash $1386.65 B. D. French: 
Merchandise Stock 1827.35 Investment $6851.50 
Expense 195 Withdrawals 150 
Office Furniture 780 Sar aaa: 
Delivery Equipment 925 dd Prof $6701.50 
Notes Receivable 1227 A rofit 544.50 
J. Smith 615 Present Capital $7246 


F. Brown 290 


$7246 $7246 
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June 16, 19—. Bought merchandise of Jones & Co., terms 10 days, $425. 

17. Sold merchandise to F. Brown, terms 10 days, $515. 

18. Received J. Smith’s check for invoice of June 8th, $615. 

20. Bought merchandise of White & Co., terms 10 days, $575. 

21. Returned merchandise worth $75 to Jones & Co, 

22. Sold merchandise to J. Smith for his 30-day note, $630. 

~ Received the note. 
Paid freight on goods purchased, in cash, $35. 

23. Bought merchandise of Jones & Co. for our 30-day note, $450. 
Gave them the note. 

24. F. Brown returned merchandise valued at $35. 

25. Mr. French drew cash for personal use, $60. 
Received J. Smith’s check for his note of June 11th, $350. 
Paid Jqnes & Co. cash for balance of invoice of June 16, $350. 

27. Sold merchandise for cash, $590. 
Sold merchandise to F. Brown for his 30-day note, $550. 
Received the note. 

28. Bought merchandise of White & Co. for our 30-day note, $600. 
Gave them the note. 

29. Received F. Brown’s check for his note of June 13th, $460, and 

for his invoice of June 17th, $515. 

Sold F. Brown merchandise, terms 10 days, $530. 

30. Received F. Brown’s check for balance of invoice of June 15th, ~ 

$255. 

Paid White & Co. cash for invoice of June 18th, $575. 
Bought merchandise of Jones & Co., terms 30 days, $625. 
Sold merchandise for cash, $800. 
Bought merchandise of White & Co. on account, $540. 
Paid clerks’ salaries to date, $140. 


Inventories 
Merchandise $2130 Expense (supplies) $95, 
Office Furniture 765 Expense—unpaid items 45 
Delivery Equipment 910 Freight Inward—unpaid 25 
PROCEDURE 


Only New Work will be explained. 

1. In this exercise we shall keep a record of the merchandise 
bought under a separate heading called Merchandise Purchases. 
We shall call the regular merchandise account Merchandise Stock. 

For example, in the transaction for June 16, 19—, we shall debit 
Merchandise Purchases for the increase of the asset Merchandise, 


LIABILITIES 67 


and credit Jones & Co. for the increase of liability represented by 
that account. 


Merchandise Purchases Jones & Co. 
19— 19— 
June 16 $425 June 16. 10 
days $425 


2. Transaction of June 21. The return of the goods to Jones 
& Co. decreases the liability Jones & Co., and decreases the asset 
Merchandise Purchases. The entry then is Jones & Co. to Mer- 
chandise Purchases. 

3. In the second transaction of June 22 we debit Freight Inward 
to Cash for the increased cost of goods purchased. Freight Inward 
thus becomes an asset, for we must consider the cost for freight in 
fixing the selling price. 

For example, if an article costs $40, but the freight costs $5, the 
real cost of the article is $45, and when we come to sell the article 
-we will fix the selling price accordingly. 

4. Transaction of June 24. The return of the goods by F. Brown 
decreases the capital account Sales Revenue and decreases the asset 
F. Brown. The entry is Sales Revenue to F. Brown. 

5. Third transaction of June 25. In paying Jones & Co. for the 
invoice of June 16, we must be careful to deduct from the total 
amount of the invoice the value of the goods returned on June 21. 

6. First transaction of June 30. The value of the goods returned 
on June 24 must be deducted from the total amount of sale of June 15. 


Closing Entries. In this exercise our total cost of merchandise 
is not in one account but is in the three accounts: Merchandise 
Stock, Merchandise Purchases, and Freight Inward. It is, therefore, 
necessary to bring these three accounts together before we can find 
the cost of the goods sold. 

First Entry. Our inventories at the close list, among other 
items, an item of freight inward unpaid. 

Since the freight on goods purchased represented by this freight 
- inward unpaid inventory was on goods purchased in June, the in- 
creased value of the asset Freight Inward for June must be recorded. 
As this freight has not been paid, the increased liability must also 
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be recorded. This increased liability will be recorded in the Freight 
Inward account for July. The entry therefore required is Freight 
Inward June account to Freight Inward July account. When this 
liability of freight inward in July is paid, the Freight Inward account 
for July will balance unless there are other charges in July, for the 
increased asset represented by this liability was recorded in June. 

Second Entry. Merchandise Purchases to Freight Inward. 
Reason: To add to the cost of the goods purchased the cost of the 
freight on these goods, 


Merchandise Purchases 


19—— ie 
June 16 $425 June 21 $75 
20 575 
23 450 
28 600 
30 625 
30 540 
30. Freight Inward 60 


Freight-Inward | 


19— 19—- 

June 22 $35 June 30. Purchases $60 
30. Inventory 25 

$60 $60 

July 1. Inventory $25 


Third Entry. Merchandise Stock to Merchandise Purchases. 
Reason: To add to the value of the goods in stock the cost of the goods 
purchased. 

Fourth Entry. Since the Merchandise Stock account now shows 
the total cost of all the merchandise available for sale, and the mer- 
chandise inventory shows that $2130 worth of merchandise 
remains unsold, the difference, $2897.35, must be the cost of the 
goods sold. Hence, the entry, Sales Revenue to Merchandise Stock, 
$2897.35. 

Fifth Entry. Sales Revenue to Profit and Loss. Reason: To 
transfer the profits on Sales to the Profit and Loss account. 
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Merchandise Purchases 
19— 19— 
June 16 $ 425 June 21 Seeio 
20 o1o 30. Mdse. Stock 3200 
23 450 
28 600 
30 625 
30 540 
30. Freight Inward 60 
$3275 $3275 
Merchandise Stock 
WO 1S 
June 15 $1827.35 June 30. Sales $2897 .35 
30. Purchases 3200.00 
Sales Revenue 
19— 19— 
June 24 $ 35 June 17 $515 
30. Mdse. Stock 2897 .35 22 630 
.30. Profit and Loss 682.65 Dif 590 
27 550 
29 530 
30 800 
$3615 $3615 
Profit and Loss 
19— 
June 30. Sales $682.65 


Sizth Entry. Since the inventory for expense shows an item of 
$45 for supplies unpaid, this fact must be recorded—Ezpense, June 
account to Expense, July account, $45. We debit Expense, June 
account for the increase of asset and credit Hxpense, July account 
for the increase of liability. The entry to the July account will not 


be made until the Expense, June account is closed. 


This increase of the asset Hxpense, as shown by the Expense 
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unpaid inventory added to the debit side of Expense, makes the cost 
of supplies for June, $380. 

Seventh Entry. Profit and Loss to Expense, $285. The Expense 
account shows that supplies have cost $380 of which, according to 
the inventory, $95 remains unused. Therefore the supplies used 
must have been the difference between these two amounts, $285, 
which we transfer to Profit and Loss for the purpose of deducting 
from the gain. 

Eighth and Ninth Entries. By comparing the asset value of our 
equipment accounts, Office Furniture and Delivery Equipment, on 
June 15, with the value as shown by the inventories on June 30, we 
find that these accounts have depreciated $15 each. The entries 
therefore Profit and Loss to Office Furniture and Profit and Loss to 
Delivery Equipment, must be made to transfer this depreciation to 
the Profit and Loss account. 


Expense 
is 19 
June 15 $195 June 30. Profit and Loss $285 
30 140 
30 45 


Office Furniture 


19— 19 
June 15 $780 June 30. Profit and Loss $15 


Delivery Equipment 


19— 19— 
June 15 $925 June 30. Profit and Loss $15 


Profit and Loss 


19— 19— 

June 30. Expense $285 June 30. Sales $682.65 
30. Office Furniture 15 
30. Del. Equip. 15 


Tenth Entry. Profit and Loss to B. D. French, Personal, $367.65. 
Reason: To credit the proprietor with the net profit and to show the 
net increase or decrease of capital for the period. (See Model 
Exercise 4, page 45.) (Continued on page 75) 


Ledger for Model Exercise 5 
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Ledger for Model Exercise 5 
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Ledger for Model Exercise 5 
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Financial Statement for Exercise 5 
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Eleventh Entry. B.D. French, Personal to B. D. French, Capital, 
$307.65. Reason: To add to the capital account for investment 
the balance of the personal account. 

Twelfth Entry. B. D. French, Capital, Old Account, to B. D. 
French, Capital, New Account, $7553.65. Reason: To show the new 
capital in one item. 

For entries closing the asset accounts see Model Exercise 1, 
page 10. 

Deferred Charges to Expense 

Supplies such as stationery, stamps, fuel, etc., are bought in 
quantities and charged to Expense. Since these supplies are bought 
for use in the business and not to be sold, the value of the supplies. 
used must be charged against the period in which they are used. 
That is, if during June supplies to the value of $60 are bought and 
$35 worth of these supplies used, the $35 worth must be charged 
against the month of June. The remaining supplies, $25 worth, are 
carried forward into July and the charge of $25 is deferred (carried 
forward) to the July expense account. Such charges are called 
Deferred Charges, and as these charges happen to be against 
Expense, they become Deferred Charges to Expense. 


Exercises for Practice 
Exercise 5 
(Continuing Exercise 4) 


R. F. Scudder 
Balance Sheet 
July 16, 19— 
Cash $1,163.13] R. F. Scudder: 
Notes Receivable 550 Invested $16,389.13 
Accts. Receivable: Drawings 125.00 
F.C. Arnold $406.50 Seweeegs ev te™ 
A. W. Harris 375.39 $16,264.13 
Kirkman Trad- Add Profit 248 .31 
ing Co. 345.80 Present Capital $16,512.44 
M.M.Slocum 496 1,623.69 
Merchandise Stock $9,657 .82 
Delivery Equipment 2,200 
Office Furniture 780 
Deferred Charges to 
Tixpense \ 537.80 


$16,512.44 $16,512.44 
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July 16, 19—. Bought merchandise of Hartman & Co., terms 10 days, 
$347. 
Bought merchandise of Williams Bros., terms 10 days, $400. 
Received of the Kirkman Trading Co. to balance their account 
their 30-day note of $200 and cash, $145.80. 
Received of A. W. Harris for our invoice of June 15, $97. 
* Allow A. W. Harris $2.99 for his claim of short delivery on our 
invoice of June 15. 


*Tt sometimes happens that in packing goods to be delivered to a cus- 
tomer a part of the order is left out through carelessness upon the part of 
the packer. When the customer unpacks the goods, he discovers the error and 
at once puts in a claim for short delivery. The entry in this case will be Sales 
Revenue to A. W. Harris $2.99. 


17. Received cash of M. M. Slocum for our invoice of the 7th, $345.50. 
Sold the Kirkman Trading Co., merchandise, terms 10 days, $200. 
F. C. Arnold returned merchandise, which was invoiced to him 
on the 8th, $24.32. 
, Paid postage and petty expenses, $34.60. 


19. Received cash of F. C. Arnold for our invoice of the 8th, $232.18. 

Sold M. M. Slocum, merchandise, $354.87, terms 30-day note, 
$200, and cash for balance, $154.87. 

Received of M. M. Slocum for invoice of to-day’s date cash 
$154.87, and his 30-day note for $200. 

Paid office salaries in cash, $70. 

Paid for gasoline and auto repairs, $17.85. 

Paid Penn. Ry. freight bills on goods purchased, $28.62. 


21. Bought merchandise of Williams Bros. on our 30-day note, $556. 

Gave Williams Bros. our 30-day note for our invoice of to-day’s 
date, $556. 

Bought merchandise of Hartman & Co., terms 10 days, $450.90. 

Sold A. W. Harris, merchandise, terms 10 days, $354.60. _ 

Received cash of A. W. Harris to balance our invoice of the 10th, 
$150.40. 

Sold merchandise for cash, $237.86. 

R. F. Scudder drew cash for personal use, $200. 


23. Received cash of M. M. Slocum for our invoice of the 13th, 
$150.50. 
Sold merchandise to F. C. Arnold, terms 30 days, $277. 
Paid errand boy $7 for services. 
Paid water rates, $12.75. 
Bought merchandise for cash, $312.68. 
Sold merchandise for cash, $68.98. 
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July 26, 19—. Paid Hartman «& Co. for their invoice of the 16th, $347. 


29. 


Paid Williams Bros. for their invoice of the 16th, $400. 

R. F. Scudder invested cash, $500. 

Sold M. M. Slocum, merchandise, terms 10 days, $567.80. 
Bought of Westervelt & Co., terms 30 days, an auto truck, $1800. 
Paid Penn. Ry. freight bills, $68.42. 


Paid wages of employees, $182.30. 

Received of the Kirkman Trading Co. for our invoice of the 17th, 
$200. 

Received cash of A. W. Harris for our invoice of the 21st, $354.60. 

R. F. Scudder borrowed $1000 of David Scudder and gave the 


latter his 90-day note for the amount. 
Bought merchandise of Hartman & Co., terms 30 days, $540. 
Bought merchandise of Williams Bros., terms 10 days, $319.20. 
Paid for office supplies and petty expenses, $26.75. 


Merchandise 
Delivery Equipment 
Office Furniture 


Inventories, July 31, 19— 


$10,457.98 Supplies on hand $500 
3,909 Expense items unpaid 18.40 
770 Inward freight unpaid 37.80 


Exercise 5-A 


(Continuing Exercise 4-A) 


R. L. Jones 

Balance Sheet 

July 15, 19— 
Cash $1,665. 50 R. L. Jones: 
A. L. Rice elelie2 Investment $16,146.60 
P. T. Lee 411.75 Drawings 125 
A. W. Harris 145 ke ee 
George White 775 $16,021.60 


Frank Brown 
Merchandise 
Delivery Equipment 
Office Furniture 
Iuxpense, 


335 
8,925 
2,500 
800 
380 


$16,648. 


.25 


75 


Add Profits 627415 


Present Capital $16,648 .75 


$16,648.75 
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July 16. 


18. 
1). 


20. 


21. 


22. 
24. 


25. 


26. 


27. 


3l. 


Expense 
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Bought merchandise of A. King & Co., terms 10 days, $385. 

Bought merchandise of Jones & Philips, terms 10 days, $410. 

Received of A. L. Rice to balance his account, his 30-day note 
for $400 and his check for $311.25. 

Received check of A. W. Harris for our invoice of July Ist, $145. 

Allowed George White $3.85, for his claim of short delivery on 
our invoice of July 12th. 

Received cash of George White for our invoice of July 5th, $425. 

Sold A. L. Rice, terms 10 days, merchandise, $516.50. 

P. T. Lee returned merchandise valued at $18.10. 

Paid postage and other expenses, $32.20. 

Received check from P. T. Lee for balance of invoice, July 10th, 
$192.80. 

Sold merchandise to A. L. Rice, $615.45, terms 30-day note for 
$300, and cash for balance. Received note and cash. 

Paid for auto supplies and repairs, $13.20. 

Sold merchandise for cash, $415. 

Paid for freight on goods purchased, $38.20. 

Bought merchandise of Jones & Philips on our 30-day note, $553. 

Gave them our note. 

Bought merchandise of A. King & Co., terms 10 days, $375.20. 

Sold P. T. Lee on 10 days’ time, $461.40. 

Received George White’s 30-day note of to-day’s date for balance 
of invoice of July 12, $346.15. 

Sold merchandise for cash, $363.70. 

Mr. Jones drew cash for personal use, $220. 

Sold merchandise to George White, terms: 4} cash, balance, 
terms 10 days, $580. Sold merchandise for cash, $430. 

Paid errand boy for services, $5. 

Paid water rent, $9.50. 

Bought merchandise of L. G. Fisher, terms 10 days, $325. 

Paid A. King & Co. for invoice of July 16, $385. 

Sent check to Jones & Philips for invoice of July 16, $410. 

Bought merchandise of A. King & Co., terms n/30, $315. 

Rk. L. Jones’ father makes him a present of a new office desk 
valued at $150, which he turns over to the business. 


. Bought merchandise of Jones & Philips, terms n/20, $250. 


Gave A. King & Co., my note at 30 days on acct., $300. 

Paid freight bills on goods purchased, $45.50. 

Received check from A. L. Rice for invoice of July 19, $516.50. 
Paid wages for month, $350. Sold merchandise for cash, $510. 


Inventories 
$275 Delivery Equipment $2,400 


Office Furniture 909 Merchandise 8,967 .40 
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Exercise 5-B 
(Continuing Exercise 4-B) 
J. N. Lansing 
Balance Sheet 


April 15, 19— 
Cash $492 .20 J. N. Lansing: 
Notes Receivable 415.50 Investment $6,057.25 
Accts. Receivable: Drawings 215.20 
T. Brown $228 . 50 Paige F 
Clark & Co. 562.74 $5,842.05 
White & Co. 120.15 : 
1,068.39 Present Capital $6,366 . 66 
Merchandise Stock 2,124.45 
Delivery Equipment 1,200 
Office Furniture 945 
Deferred Charges to Exp. 121.12 
$6,366 . 66 $6,366. 66 


April 16. 


17. 


18. 


19. 


2ie 


22. 


23. 


Bought merchandise of Goodman Bros., terms n/10, $768.32. 

Bought merchandise of Frank & Smith, terms n/10, $284.35. 

Paid petty expenses, $8.56. 

Cash sales to-day, $420.50. 

Sold Clark & Co., merchandise, terms n/20, $342.20. 

Allowed White & Co. $21.50, for goods damaged in shipment 
of 14th. 

Clark & Co. sent us a check for $262.74, on account of invoice 
of 8th. 

Paid petty cash expenses, $12.31. 

Sold M. Sands, merchandise, terms n/10, $650. 

M. Sands returned merchandise invoiced at $50. 

M. Sands paid $157, in full of invoice of the Ist. 

T. Brown paid $78.50, and gave us his 30-day note for the 
balance of the invoice of April 1. 

Bought merchandise for cash, $85.25. 

Paid salaries for the week, $128.50. 

Proprietor drew for personal use, $50. 

Paid for gasoline and supplies, $6.30. 

Sold White & Co., merchandise, terms n/10, $270. 

Paid for freight on goods purchased, $42.50. 
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April 24. 


26. 


28. 
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Bought merchandise of King & Sons for $340.50, paying 4 cash 
and the balance n/30. 

Bought merchandise of H. Howard for $220, terms 30-day note. 

Gave him our note. 

Cash sales to-day, $434.60. 

Bought safe for cash, $125. 

Paid Frank A. Smith in full of invoice of the 16th. 

Sent Goodman Bros. a check for $168.32 and a 30-day note 

for the balance for our purchase of the 16th. 

Clark & Co. sent us a check for $300, in full of the invoice of 

the 8th. 

Bought merchandise of Frank & Smith, terms n/10, $162. 


29. M. Sands paid us on account of invoice of the 19th, $350. 


Proprietor drew cash $50 and merchandise costing $28.50 for 
personal use. 

Paid salaries, $124. 

Paid cash for insurance premium, $66. 


Inventories, April 30, 19— 


Merchandise $2,875.62 Delivery Equipment $1,180 
Expense 105 Furniture 1,065 
Salaries unpaid 34.20 


Exercise 5-C 
(Continuing Exercise 4-C) 


B. M. Oliver 


Balance Sheet 
February 13, 19— 


Cash $916.84 B. M. Oliver: 

Notes Receivable 430 Invested $6,297 .54 

Accounts Receivable: Drawings 154.40 
T. L. James $625.50 Tie na Sai 
J. Johnson 87.95 $6,143.14 
Jones & Walsh 326.35 Add Profit, ~ 217.20 
Mandel Bros. 364.25 

140405 Present Capital $6,355. 54 

Merchandise Stock 2,096.35 

Delivery Equipment 350 

Furniture 1,015.75 

Deferred Charges to 
Expense 142.55 


$6,355.54 $6,355.54 
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Feb. 15. Bought merchandise of H. Vogel, terms n/10, $120.15. 
Bought merchandise for cash, $320. 
T. L. James sent us a check in full of invoice of 5th, $625.50. 
16. Sold J. Johnson, merchandise, terms n/20, for $358.50. 
Paid freight bill on goods purchased, $16.70. 
Sold F. Trawl, merchandise, terms n/20, $106.50. 
Bought of H. C. Little, terms 14 cash, balance n/10, merchandise, 
$680.74. 
18. Walsh & Jones paid us the balance due, $326.35. 
Sold T. L. James, merchandise, terms n/10, $368.90. 
Bought merchandise of R. J. Davis, terms n/10, for $105. 
We returned to H. C. Little merchandise invoiced at $25. 
19. Johnson returned merchandise invoiced at $30.50. 
Sold Arthur & Co., merchandise for $550 on their 10-day note. 
Received note. 
Sold Mandel Bros., merchandise, terms n/10, for $160.35. 
Paid salaries, $130.50, and petty expenses, $17.24. 
Proprietor drew $60. 
Cash sales, $165. 
23. Purchased of J. T. Young on our 30-day note, merchandise for 
$250. 
Gave note. 
Bought merchandise of H. C. Little, n/30, for $175. 
25. Paid H. Vogel by check in full of invoice of the 15th, $120.15. 
Bought merchandise of R. J. Davis, n/10, $212. 
26. Paid Little $315.37, in full of invoice of 16th. 
Mandel Bros. sent us check for $264.25, and a note for $100, in 
payment of invoice of the 6th. 
27. Paid salaries, $142, and petty expenses, $12.55. : 
Proprietor drew $60. 
James sent us a check for $368.90, in full of invoice of the 18th. 
Paid R. J. Davis $105, in full of invoice of the 18th. 
Cash sales for the day, $410.10. 


Inventories 


Merchandise Stock $2,224 . 64 Delivery Equipment $345 
Expense 66.14 Freight Inward, unpaid 15.20 
Office Furniture 1,011.50 


Special Expense Accounts 


It is often desirable to subdivide the expense account into several 
accounts as Insurance, Office Supplies, Salaries, Rent, Advertising, 
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etc., for purposes of comparison of one period with another and to 
keep control of each kind of expense. For instance, the proprietor 
may be paying more salaries than the business can afford or adver- 
tising may be costing more than the results warrant, etc. These 
facts cannot be easily obtained if only the expense account is kept. 
In the following exercises, the expense account will be sub- 
divided and accounts will be kept with Rent, Advertising, Salaries, 
Office Supplies (stationery, stamps, ete.), and General Expense 
(miscellaneous items not chargeable to the other subdivisions). 


Review Exercise 
George West 
Balance Sheet 


June 30, 19— 

Cash $1,250 George West, Capital $9,971.50 
Merchandise Stock 4,370.54 
Delivery Equipment 1725 
Office Furniture 810 
Expense (stationery) 45.30 
M. J. Rose 304.25 
A. T. Blair 216.41 
Notes Receivable 1,250 

$9,971.50 $9,971.50 


July 1, 19—. Sold merchandise to George M. Kent for cash, $275.25. 
Sold merchandise to M. J. Rose, terms n/10, $225.30. 
Sold merchandise to F. J. Garvin for 20-day note, $410.50. 


2. Paid cash for rent of store for July, $125. 
Paid cash for telephone service for July, $8.50. 


4, Paid cash for electric light service, $7.50. 
Received cash from M. J. Rose for invoice June 18, $210. 


7. Bought merchandise of E. L. Tolman for cash, $195. 
Bought merchandise of R. 8. Briggs for 30-day note, $250. 
Sold merchandise to A. T. Blair, terms 30 days, $175. 


10. Received 15-day note of to-day’s date, from M. J. Rose for 
invoice of July 1, $225.30. 
Received check from A. T. Blair for $100 and his 30-day note, 
dated to-day for balance due on June account. 
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July 12,19—. Bought merchandise of James Tobin, terms 10 days, $240. 
Bought merchandise of Peter Fox, terms 30 days, $125. 
14. Sold merchandise to M. J. Rose, terms 30 days, $243.70. 
Sold merchandise to W. L. Waite, terms 30 days, $317.25. 
16. Returned merchandise valued at $64.50, to James Tobin as it 
was not up to grade. 
* Allowed M. J. Rose $15 on invoice of July 14th, on his claim 
that goods were not what he ordered. 


* We have the choice of having M. J. Rose return the goods that he claims 
were not what he ordered or of having him keep them and making him an 
allowance satisfactory to him, in this case $15. 


18. Mr. West made an additional investment of cash, $1000. 
Bought merchandise of R. 8. Briggs, terms 10 days, $175.50. 
Received check from W. L. Waite for invoice of July 14th, $317.25. 

21. Received check from F. J. Garvin for his note of July 1. 

Gave James Tobin my 30-day note for balance of invoice of 
July 12. 
23. Sold merchandise to A. T. Blair, $325. Received his check for 
$175, balance, terms n/10. 
25. Bought merchandise of E. L. Tolman, terms n/10, $275. 
Sold merchandise to George M. Kent, terms n/10, $280. 
Mr. West sent home merchandise, $75, and drew $100 cash for 
private use. : 

28. Gave the old typewriter which cost originally $100 to Mr. 

Briggs’ son and bought a new Underwood for cash, $105. 

30. Paid cash for sundry expense items, $14.50. 

31. Paid salaries for July, $175. 


Asset Inventories 


Merchandise $4,117 .25 Delivery Equipment $1,700 
Expense 15 Office Furniture 800 


Returned Sales and Returned Purchases 


Up to this point, whenever a customer has returned goods or 
we have returned part of our purchases, the entry has been made 
directly to the Sales Revenue or Purchases accounts. However, for 
convenience in making statements and for purposes of comparison 
of one business period with another, most firms keep separate 
accounts with these items. Therefore, from now on entries of this 
type will be made as follows: 
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June 5. Sold merchandise to James Wood, terms 10 days, $250. 
6. James Wood returned part of the merchandise sold him on the 


5th, $30. 
Entries 
James Wood Sales Revenue 
19— 19— 19— 
June 5 $250 June 6 $30 June5 $250 


Returned Sales 


19— 
June 6 $30 


For the closing of the Returned Sales and Returned Purchases 
accounts, see closing entries for the ledger of A. C. Ross, page 89. 


June 2, 19—. Bought merchandise of Jacobs & Son, terms 10 days, 
$410. 
4, 19—. Returned to Jacobs & Son, merchandise valued at $35. 


Entries 
Purchases Jacobs & Son 
19— 19— 19— 
June 2 $410 June4 $35 June 2, 10 


days $410 


Returned Purchases 


19— 
June 4 $35 


Drill Exercise 


June 1, 19—. Bought merchandise of Seeley & Co., on terms net 30 
days, $350. 
2. Returned merchandise valued at $27, to Seeley & Co., as it-was 
damaged. 


June 


mAs: 
*20. 
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19—. Sold merchandise to J. White, terms n/20, $315. 


. J. White returned merchandise valued at $60. 

. Bought merchandise of Flint Bros., terms n/10, $425. 

. Returned merchandise to Flint Bros., $17.50. 

. Sold merchandise to G. Sims, terms n/10, $175. 

. G. Sims returned merchandise valued at $15. 

. Sold merchandise to F. Brant, terms n/20, $215. — 

. F. Brant returned merchandise valued at $25. 

. Bought merchandise of Grant & Son, terms n/10, $215. 
. Sold merchandise to B. Fox, terms n/30, $150. 

. Returned merchandise valued at $40 to Grant & Son 


B. Fox returned merchandise valued at $15. 

Allowed B. Fox $10 on his claim of short delivery. 

Grant & Son allowed us $25 on our claim that the goods pur- 
chased on June 12 were of poor quality. 


* Allowances for short delivery or poor quality of goods, etc., made to 
customers on sales made to them, and allowances for the same reasons made 
on our purchases, may be handled as separate accounts under the titles Allowances 
on Sales and Allowances on Purchases; or they may be combined with the 
Returned Sales and Returned Purchases accounts under the titles Returned Sales 
and Allowances and Returned Purchases and Allowances. The procedure in 
recording them is the same as for the returned sales and returned purchases. 


Aug. 1, 


Review Exercise 


19—. J. E. Jerome began wholesale tea and coffee business 
at 45 Main St., New York, investing cash, $7,500; an auto 
truck, $2450; and a 30-day note due him from A. G. Tully, 
dated July 10th, for $1500. 

Paid rent for August, $150. 

Paid cash for stationery and stamps, $27.50. 

Bought auto supplies for cash, $23.25. 

Bought of James Larkin, terms 30 days, 20 ch. tea, 1500 Ibs., 
@ $.623; 24 bags coffee, 3000 Ibs., @ $.23. 

Bought of R. 8. & T. S. Fellows, terms 4 cash, balance, terms 
n/10, 25 ch. tea, 1875 lbs., @ $.58. 


. Sold O. R. Marriott, terms 30 days, 10 ch. tea, 750 Ibs., @ $.75; 


6 bags coffee, 750 Ibs., @ $.30. 
Bought of Monroe & Son for our 30-day note, 25 ch. tea, 1750 
Ib., @ $.62; 25 bags coffee, 3125 lbs., @ $.21. 


. Paid for installing telephone and August service, $10. 


Sold John O’Neil for 30-day note, 20 ch. tea, 1500 lbs., @ $.75; 
10 bags coffee, 1250 lbs., @ $.30. 

Sold Frank Conrad, terms 3 cash, 3 30-day note: 20 bags coffee, 
2500 Ibs., @ $.30. Received cash and note. 
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Gave James Larkin my 15-day note for } invoice of Aug. 1. 
Received credit for $50 from Monroe & Son in reply to our 
letter concerning quality of coffee received on Aug. 2. 


. Paid wages of employees, $110. 


Mr. Jerome drew for private use $50, and sent home for private 
use merchandise, $25. 

Bought a desk and office chair for cash, $65; also a new type- 
writer for cash, $105. 

Received from O. R. Marriott his 30-day note dated to-day for 
$250 to apply on account. 


. Sold John O’Neil, terms 30 days, 10 ch. tea, 750 lbs., @ $.80; 


10 bags coffee, 1250 Ibs., @ $.30. 
Sold Frank Conrad, terms 30 days, 12 ch. tea, 900 Ibs., @ $.80; 
10 bags, 1250 lbs., coffee, @ $.30. 


. Bought of Monroe & Son, terms 15 days, 10 ch. tea, 750 lbs., @ 


$.624; 15 bags coffee, 1875 lbs., @ $.21. 

Paid cash for repairs on auto truck, $67.50. 

Received check from A. G. Tully for his note, $1500. 

Bought store property in which we are now located for $7500 
cash. Received check from owner for $100 refund on rent 
paid for August. 

Returned to Monroe & Son the tea received this morning (10 
ch.), as it was not up to the grade we earry. 

Sold O. R. Marriott, terms 30 days, 5 ch. tea, 375 lbs., @ $.80; 
6 bags coffee, 750 lbs., @ $.30. 


Inventories 
Merchandise $1,001 .25 Office Supplies $25 
Auto truck 2,400 Inward Freight, unpaid 41.25 


Office Furniture 170 


CHAPTER VI 


CLOSING ENTRIES AND FINANCIAL STATEMENTS 


Closing Entries 


In making statements and closing entries where we have the 
subdivisions of the expense account, a few changes are necessary, 
which are noted below. The additional information which this 
treatment of the expenses gives, makes the statements much more 
valuable. ' 

Under these conditions, if the operating expenses are too high, 
the propr.etor can locate the particular division that is at fault. 
Perhaps the salaries are too high or he is paying more for advertising 
than the business justifies. 

These facts now stand out clearly while, if just the expense 
account alone were used, some difficulty would be experienced in 
locating the particular trouble. 

Suppose, for instance, that on December 31, 19—, the ledger of 
A. C. Ross, New York, showed the following balances in the respec- 
tive accounts: 


Debit Balances: Merchandise Stock, $7500; Purchases, $29,200; 
Returned Sales, $1500; Freight Inward, $200; Rent, $500; Salaries, $1000; 
Insurance, $30; Advertising, $70; Expense, $275; Office Furniture, $1575; 
Delivery Equipment, $2100; Accounts Receivable (James Tobin, $800; 
Trank Bonner, $700), $1500; Notes Receivable, $2500; Cash, $2400. 


Credit Balances: Sales Revenue, $34,500; Returned Purchases, $1100; 
Accounts Payable (Payne & Co., $1100; Finney Bros., $900), $2000; 
Notes Payable, $1750; A. C. Ross, Capital, $11,000. 


In this instance, the cost of the goods offered for sale consists 
of the charges against the three accounts: 
Merchandise Stock, Purchases, and Freight Inward. 
These costs must be shown in one place where they may be com- 
bined. This will be done by the following entries: 
87 
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1. Returned Purchases to Purchases. This is necessary in order tot 
deduct from the purchases the value of the goods returned. 

2. Purchases to Freight Inward. We must add to the Purchases the 
cost of the Freight Inward as this is really part of the cost. 

3. Merchandise Stock to Purchases. This entry will add to the cost of 
the goods at the beginning, the cost of the goods placed in stock during 
the period. 


Merchandise Stock 


19— 19 
Dec. 31 $7,500 
31. Purchases 28,300 
Purchases 
19— 19— 
Dec. 31 $29,200 Dec. 31. Returned Pur. $1,100 
31. Freight 200 31. Mdse. stock 28,300 
$29,400 $29,400 


Freight Inward 


19— | 19— 

Dec. 31 $200 | Dec. 31. Purchases $200 
Returned Purchases 

ee | 19— 


Dec. 31. Purchases $1100 Dec. 31 $1100 


Instead of finding the cost of the goods sold by deducting the 
inventory from the total cost on a separate piece of paper, we shall 
transfer the inventory forward to the next period by the entry, 
Merchandise Stock, January account, to Merchandise Stock, December 
account. 

The difference now, between the two sides, will be the cost of the 
goods sold, which we will transfer to the Sales Revenue account by 
the entry, Sales Revenue to Merchandise Stock. 
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Merchandise Stock 


19—- 19=— 
Dec. 31 $ 7,500 Dec. 31. Inventory $ 6,500 
31. Purchases 28,300 31. Sales Revenue 29,300 
$35,800 $35,800 
Jan. 1. Inventory $6,500 
Sales Revenue 
ii = 
Dec. 31. Mdse. Stock $29,300 Dec. 31 $34,500 


The entry Sales Revenue to Returned Sales will deduct from sales 
the value of the goods returned. The difference between the two 
sides of the Sales Revenue account now becomes the Gross Gain on 
(Why?) The entry Sales Revenue to Profit and Loss will 
transfer this gross gain to the Profit and Loss account where the 
Operating Expenses may be deducted. 


Sales. 


Sales Revenue 


19— 

Dec. 31 
31 
Bil 


. Returned Sales 
. Mdse. Stock 
. Profit and Loss 


19— 
Dec. 31 


i 


19— 
$1,500 Dec. 31 $34,500 
29,300 
3,700 
$34,500 $34,500 
Returned Sales 
19— 
$1500 Dec. 31. Sales Revenue $150) 


Profit and Loss 


19— 
Dec. 31. Sales Revenue 


$3700 
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Since the Operating Hapenses are shown in several accounts, the 
following work will be necessary: 

The value of the goods, supplies, etc., on hand must be trans- 
ferred from the December accounts to the January accounts. Most 
bookkeepers do this at the same time they transfer forward the 
Merchandise Stock, as it shortens the work. The entries may be 
kept separate as Hapense, January Account, to Expense, December 
Account; Office Furniture, January Account, to Office Furniture, 
December Account, etc., or, the asset Inventories may be transferred 
by combining the entries as follows: 


Expense, January Account, $100; Office Furniture, January Account, 
$1500; Delivery Equipment, January Account, $1500; to Expense, 
December Account, $100; Office Furniture, December Account, $1500; 
Delivery Equipment, December Account, $1500. The Rent Unpaid 
Inventory, being a Liability, must be added to the. December Account 
by the entry Rent, December Account, to Rent, January Account. The 
used supplies, etc., must then be carried to the Profit and Loss Account 
by charging Profit and Loss for the total deduction and crediting each 
account for its share. 


Rent 
ioe i 
Dec. 31 $500 Dec. 31. Profit and Loss $750 
31. Inventory 250 
$750 $750 
19— 
Jan. 1. Inventory $250 
Salaries 
19— 19— 
Dec. 31 $1000 Dec. 31. Profit and Loss $1000 
Insurance 
ig a 


Dee. 31 $30 Dec. 31. Profit and Loss $30 
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19— 
Dee. 31 


19— 
Dee. 31 


19— 
Jan. 1. Inventory 


19— 
Dec. 31 


1 
Jan. 1. Inventory 


19— 
Dec. 31 


19— 
Jan. 1. Inventory 
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19— 
Dec. 31. Operating Exp. 


Advertising 
19— 
$70 Dec. 31. Profit and Loss $70 
Expense 
19— 
$275 Dec. 31. Inventory $100 
Profit and Loss 175 
$275 $275 
$100 
Office Furniture 
yee 
$1575 Dec. 31. Inventory $1500 
31. Profit and Loss 75 
$1575 $1575 
$1500 
Delivery Equipment 
19— 
$2100 Dec. 31. Inventory $2000 
31. Profit and Loss 100 
$2100 $2100 
$2000 
Profit and Loss 
19— 
$2200 Dec. 31. Sales Revenue $3700 
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For the remaining closing entries see page 10. 

Study. carefully the following forms of the financial statements. 
Each form has its use. Practice the exercises until you are thor- 
oughly familiar with the procedure in each case. 


Financial Statements 
1. Balance Sheet, Account Form. 
A. C. Ross 


Balance Sheet 
December 31, 19— 


Assets | Liabilities and Capital 
Cash $2,400 Liabilities 
Accounts Receivable Apeounte bernie io eee 
* Schedule A 1,500 ScheduleC $2,000 
Notes Receivable Notes Payable 
Schedule B 2,500 Schedule D 1,750 
Merchandise Stock 6,500 Rent unpaid 250 
Furniture and Fixtures 1,500 ote 
Delivery Equipment 2,000 Total Liabilities $4,000 
Expense (supplies) 100 Capital 
A. C. Ross, Inv. $11,000 
Net Profit 1,500 
Total Capital $12,500 
Total Assets $16,500 $16,500 


* Schedule A, Schedule B, ete., as used in the above statement, refer to 
itemized lists of these assets and liabilities which are made on separate sheets. 
(See Accounts Receivable, page 38, for explanation.) 
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2. Balance Sheet, Statement Form. 


A. C. Ross 


Balance Sheet 
December 31, 19— 


Assets 
Cash 
Accounts Receivable, Schedule A 
Notes Receivable, Schedule B 
Merchandise Stock 
Furniture and Fixtures 
Delivery Equipment 
Expense (supplies on hand) 


Total Assets 
Liabilities 
Accounts Payable 
Notes Payable 
Rent unpaid 
Total Liabilities 
Capital 


A. C. Ross, Investment 
Net Profit 


Total Capital 


$2,400 
1,500 
2,500 
6,500 
1,500 
2,000 
100 


2,000 
1,750 
250 


11,000 
1,500 


16,500 


4,000 


12,500 
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3. Profit and Loss Statement, Form I. 


A. C. Ross 


Statement of Profit and Loss 
For Period Ending December 31, 19— 


Gross Sales 
Less Returned Sales 


Net Sales 


Cost of Goods Sold: 
Merchandise Stock, 7/1/19— 


Add Freight Inward 200 
Total goods available for sale 


shown by Inventory, 12/31/19— 


Cost of Goods Sold 
Gross Profit on Sales 


Deduct Operating Expenses: 
Rent 
Salaries 
Insurance 
Advertising 
Depreciation on Office Furniture 
Depreciation on Delivery Equip- 
ment 
Expense (Miscellaneous) 


Total Deductions 


Net Profit 


Less Merchandise Stock on hand as) 
| 6,500 


Purchases $29,200 
Less Returned Purchases 1,100 
$28,100 


| 34,500 
1,500 


| — 


33,000 


7,500 


28,300 


35,800 


750 
1,000 
30 
70 
75 


100 
175 
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4. Profit and Loss Statement, Form II. 


A. C. Ross 
Statement of Profit and Loss” 
For Period Ending, December 31, 19— 


Mdse. Stock, 7/1/19— 
Purchases $29,200 
Less Returned Pur- 

chases 1,100 


$28,100 
Add Freight Inward 200 


Net Purchases 


Total 


$7,500 


28,300 


$35,800 


Less Mdse.Stock, 12/31/19— 


as per Inventory 


Cost of Goods Sold 
Gross Profit 


Operating Expenses: 
Rent 
Salaries 
Insurance 
Advertising 


6,500 


$29,300 
3,700 


$33,000 


750 
1000 
30 
70 


Depreciation on furniture 


and fixtures 
Depreciation on delivery 
equipment 


Expense (Miscellaneous) 


Total 
Net Profit 


75 


100 
175 


$2200 
1500 


$3700 


Gross Sales 
Less Returned Sales 


Net Sales 


Gross Profit 


$34,500 
1,500 


$33,000 


$33,000 


$3700 


$3700 
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Exercises for Practice 


For the following exercises set up the accounts and take off a Balance Sheet 
and a Profit and Loss Statement. Then make the closing entries to show the 
proprietor’s present worth on the books. 


Exercise 1 


On Dec. 31, 19—, the ledger of James Moran showed the following 
balances in the respective accounts: Debit balances—Cash, $6100; Mer- 
chandise Stock, $3400; Purchases, $21,350; Freight Inward, $125; General 
Expense, $275; Rent, $600; Insurance, $20; Salaries, $1500; Furniture and 
Fixtures, $1500; Notes Receivable, $3500; Accounts Receivable (John Roe, 
$750; F. P. Smart, $825; George Maxon, $1125). Credit Balances—Sales, 
$23,145; Notes Payable, $4500; Accounts Payable (F. N. Bliss Co., $810, 
J. Holmon & Co., $615); James Moran, Capital, $12,000. 

On the same date the inventories were: Merchandise, $5325; Furniture 
and Fixtures, $1400; Expense, $28.50. 


Exercise 2 


The following balances were taken from the books of J. B. Bartlett, 
on June 30, 19—: Debit balances—Cash, $5475; Furniture and Fixtures, 
$2250; Delivery Equipment, $3725; Merchandise Stock, $6340; Purchases, 
$32,720; Freight Inward, $315; Returned Sales, $90; Expense, $348; 
Rent, $1800; Insurance, $150; Salaries, $1800; Advertising, $300; Accounts 
Receivable (James Nolan, $1225; Peter Olney, $635; Fred Jones, $1740; 
Walter Brown, $550); Notes Receivable, $3745. Credit Balances— 
Returned Purchases, $150; Sales, $42,373; Accounts Payable (White Bros., 
$1215; Putney & Son, $640; Jerome & Co., $700); J. B. Bartlett, Capital, 
$18,130. 

Inventories, 6/30/19—: Merchandise, $5275; Furniture and Fixtures, 
$2100; Delivery Equipment, $3600; Expense, $125; Insurance, $125; 
Salaries due and unpaid, $135. 


Exercise 3 


The ledger of D. A. Krause showed the following balances on June 
30, 19—: Debit balances—D. A. Krause, Personal, $125; Merchandise 
Stock, $4325; Cash, $4099; Purchases, $17,396; Returned Sales, $35; 
Expense, $145; Office Furniture, $1250; Delivery Equipment, $1710; 
Freight Inward, $130; Rent, $125; Salaries, $600; Office Supplies, $75; 
Accounts Receivable (James Olney, $610; Peter Fox, $400; A. Abrams, 
$250); Notes Receivable, $1350. Credit Balances—Returned Purchases, 
$60; Accounts Payable (Fink & Co., $710; Cohen Bros., $635); Notes 
Payable, $1675; D. A. Krause, Capital, $6100. Sales, $23,445. 
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The inventories on the same date were: Merchandise, $1750; Office 
Furniture, $1200; Delivery Equipment, $1650; Office Supplies, $43.50; 
Expense, $60. 


Exercise 4 


On Dec. 31, 19—, the ledger of B. C. Gilbert showed the following 
balances: Debit Balances—B. C. Gilbert, Personal, $115; Merchandise 
Stock, $6135.70; Purchases, $24,369.85; Returned Sales, $74.35; Freight 
Inward, $116.50; Expense, $43.82; Salaries, $1850; Rent, $750; Office 
Supplies, $100; Furniture and Fixtures, $925; Delivery Equipment, 
$2650; Accounts Receivable (J. Samborn, $750; P. White, $840; J. James 
$885.50); Notes Receivable, $1740; Cash, $1362.22. Credit Balances— 
Returned Purchases, $117.25; Sales, $29,364.89; Accounts Payable 
(Gertz Bros., $1229.30; Thompson & Co., $720; Williams & Son, $800); 
Notes Payable, $2000; B. C. Gilbert, Capital, $8476.50. 

The inventories on Dec. 31, 19—, were: Merchandise, $5195.50; 
Furniture and Fixtures, $885; Delivery Equipment, $2550; Office Supplies, 
$72.10; Rent prepaid, $150; Salaries due and unpaid, $125. 


CHAPTER VII 
INTEREST 
Calculating Interest by the 60-day Method 


Although this work is not usually found in a bookkeeping text, 
the author has found that most students of bookkeeping are woe- 
fully weak in figuring interest. An exhaustive treatment is not 
attempted, but a few simple exercises are given. 

In figuring simple interest, a year is considered as having 12 
months of 30 days each or 360 days. 

60 days or 2 months is % of a year. 

At 6% for 1 year the interest on $1 is $.06. Hence, at 6% for 
2 mos. or 60 days the interest on $1 is $.01, on $2 is $.02, on $25 is 
$.25, on $125 is $1.25, etc. 


1. Find the interest on $375.50 for 60 days at 6%. 
3 | 75.5 =3.76 =int. for 60 days at 6%. 


To find the interest at 6% for 60 days on any sum of money, point 
off 2 places to the left from the decimal point and the result is the answer. 
A vertical line is used in solutions of this kind. 


Drill Exercise 1 


Find the interest at 6% for 60 days on each of the following: 


a. $475 d. $560.75 g. $498.25 
b. 325 e. 480.90 h. 375.15 
c. 275 f. 873.65 i. 419.35 


2. Find the interest at 6% on $365.25 for (a) 30 days; (b) 15 days. 
a. 3| 65.25 =$3.65 =int. for 60 days at 6%. 


1 | 82.62 =$1.83 = int. for 60 days at 6% =interest for 30 days. 


b. 3| 65.25 =$3.65 =int. for 60 days at 6%. 
|91.31= .91=THint. for 60 days at 6% =interest for 15 days. 
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Drill Exercise 2 


Find the following amounts of interest at 6%: 


a. $420 for 30 days. d. $840 for 12 days. g. $480 for 5 days. 
b. 524 for 15 days. e. 576 for 10 days. h. 3800 for 4 days 
c. 630 for 20 days. f. (%25 for 6 days. 1. 400 for 3 days. 


i 


3. What combinations of 60 days and equal parts of 60 days will be 
best to use for (a) 86 days? (b) 27 days? (c) 45 days? (d) 96 days? 


a. 60 days b. 60 days 
30 days =} of 60 20 days =3 of 60 
6 days =1/10 of 60 6 days =75 of 60 
36 days iday =§ of 6 
27 days 
c. 60 days d. 60 days 
15 days =} of 60 30 days =} of 60 
45 days _6 days =75 of 60 
96 days 


Drill Exercise 3 


Find the combinations of 60 days and equal (Aliquot) parts of 60 days 
that, will be best to use for: 


a. 26 days d. 35 days g. 16 days Jj. 42 days m. 145 days 
b. 75 days e. 25 days h. 33 days k. 93 days n. 112 days 
c. 72 days f. 84 days i. 54 days l. 105 days o. 135 days 


4A. Find the interest at 6% on $720 for 26 days. 


a $7 | 21 20 =int. for 60 days. 


40 =int. for 20 days, for 20 days = 3 of 60 days. 
ne =int. for 6 days, for °6 days ='5 of 60 days. 


2 =int. for 26 days. 


4B. Find the interest at 6% on $1745.34 for 85 days. 


aa | 4534 =int. for 60 days. 
8178 =int. for 20 days, for 20 days =i of 60 days. 
thiee =int. for 5 days, for 5 days =4 of 20 days. 


2 7256 =int. for 85 days. 
or $24|}73 =int. for 85 days. 
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Drill Exercise 4 


Find the interest at 6% on: 


. $960 for 36 days 
750 for 72 days 
640 for 45 days 
260 for 90 days 
520 for 33 days 

1236 for 63 days 


“So ae oS 


g. $835.60 for 66 days 
h. 927.45 for 90 days 
i. 624.64 for 75 days 
j. 714.32 for 96 days 
k. 237.50 for 54 days 
l. 315.25 for 48 days 


. $284.25 for 132 da. 
412.35 for 140 da. 
326.82 for 110 da. 
296.50 for 170 da. 
525.15 for 240 da. 
817.90 for 312 da. 


ae er a 


5A. Changing from 6% to other %. 
If $8.40 =int. at 6%, find int. at (a) 4%; (6) 8%; (c) 43%; (@) 74%; 


(e) 5%; (f) 7%. 


a. 


$8 .40.=int. 
—2, 80 =int. 


$5.60 =int. 


$ 8.40 =int. 
-+- 2.80 =int. 


$11.20 =int. 


$8.40 =int. 
—2, 10 =int: 


$6.30 =int. 


$8.40 =int. 
+2.10=int. 


$10.50 =int. 


$8 .40 =int. 
—1.40=int. 


$7 .00 =int. 


$8 .40 =int. 
+1 .40=int. 


$9 .80 =int. 


at 6% 
at 2%, for 2% =4 of 6% 


at 4% 


at 6% 
at 2% (See a.) 


at 8% 


at 6% 
at 13%, for 13 =} of 6% 


10 
at 41% 


at 6% 
at 14% (See b.) 


at 73% 


at 6% 
at 1%, for 1% =% of 6% 


at 5% 


at 6% 
at 1% (See e.) 


at 7% 


3% = of 6%, therefore to find interest at 3%, first find the interest 
at 6% and divide by 2. 

9% =6%+3%, therefore divide the interest at 6% by 2 and add the 
result to the interest at 6% and you have the interest at 9%. 
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In all other cases first find the 


OF 


interest at 6%, 
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and then divide by 6 


to find the interest at 1%, multiply by the required rate, and you have 


the interest at that rate. 


5B. Find the interest (a) at 44% on $720 for 69 days; (b) at 7%. 


@  $7/20=int 


(2=Inte 
So=inte 


$8 


b. 


28 =1int. 
$6.2 0—1nb. 


$8.28 =int. 
a8 1.38 =int. 
$10.66 =int. 


. at 6% for 60 days. 
at 6% for 6 days. 
at 6% for 3 days. 


at 6% for 69 days. 

at 13% for 69 days. (See 5A, c.) 
at 43% for 69 days. 

at 6% for 69 days. 

at 1% for 69 days. (See 5A, e.) 


at 7% for 69 days. 


Drill Exercise 5 


Find the interest on the following amounts at the rates given: 


a. $420 at 4% for 96 days. 
b. 750 at 8% for 45 days. 
c. 450 at 73% for 54 days. 
d. 840 at 5 % for 76 days. 


Intere 


e. $560 at 3 % for 114 days. 


jf. 275 at 43% for 72) days. 

g. 920at7 %for 65 days. 

h. 550 at 9 % for 39 days. 
st Earned 


1. On May 1, James Hall sends us his check in payment of his 
note for $400 due to-day and the interest on the note for 60 days 
at 6%, $4. Amount of check, $404. This will affect our accounts 


as follows: 

Cash 
19— 
May 1 $404 


Notes Receivable 


a oes 
May 1 $400 
Interest Harned 
19— 
May 1 $4 
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Since this note was an interest-bearing note, our assets and 
capital have been increasing 63 cents a day since the note was 
received, or for 60 days It is not convenient to enter increases of this 
type until the note is paid. 

2. On May 2, George White sends us his check for $918, in pay- 
ment of his account of $900, which is 4 months overdue, and $18 
additional, for retaining the use of $900 for 4 months. This will 
affect our accounts as follows: 


Cash George White 
to | 102= 
May 2 $918 May 2 $900 


Interest Earned 


19— 
May 2 $18 


This time our assets and capital have been increasing at the rate 
of 15 cents per day for four months. No entry is made, however, 
until the debt is paid. 

Oral Work 


1. Received J. Tolman’s check for his note for $300 and interest 
thereon, $3. Amount of check, $3803. 

2. F. Brown paid his overdue account of $450 and $6.25 additional 
for interest thereon. 

3. Received B. Smith’s check for $201 in payment of his 30-day 
interest-bearing note for $200 due to-day. 

4. Received cash from A. Fox for his 60-day note for $750 due to-day 
and interest thereon, $7.50. 

5. E. Holman paid his account of $650 which is 60 days overdue and 
$6.50 for interest. 

6. J. Heinz paid cash for his 60-day interest-bearing note for $700 
due to-day, and the interest thereon, $7.00. 


Interest Cost 


Oct. 5, 19—. Paid F. L. Jones for our 60-day interest-bearing note 
due to-day. Face of note, $1200. Interest, $12. The effect upon 
our accounts will be as follows: 
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Cash Notes Payable 


tae Ga 
Oct. 5 $1212 Oct.5 $1200 


Interest Cost 


In this case, our lability, which was $1200 on August 6, has 
increased 20 cents daily for 60 days. We received the use of the 
money for the 60 days to offset this increasing liability, but since it 
is not practicable to add this value to any specific asset, we deduct 
it from capital by debiting the temporary capital account, Interest 
Cost. 


Oral Work 


Oct. 1, 19—. Paid our 60-day note in favor of Jones Brothers, $800 with 

interest at 6%, $8. Total, $808. 

2. Gave H. Winter our check for $757.50 in payment of our 60-day 
note, $750 with interest, $7.50. 

3. Paid B. French, $12.50 cash for interest due on our note in his 
favor. 

4, Sent J. Owens our check in payment of our 90-day interest- 
bearing note for $450 due to-day. 

5. Paid F. Main by check for our 60-day overdue account of $675 
with interest added, $6.75. | 

6. Paid the Citizens Trust Co., by check $142.50 for 6 months’ 
interest on mortgage held by them against our property. 


Interest on Mortgages. If we buy property worth $10,000 and pay 
cash $6000, the $4000 must be secured by a mortgage. A mortgage is a 
written promise to pay a certain sum of money at a certain time to a certain 
person or persons. A mortgage is a legal claim against the property. The 
property becomes security for its payment. The rate of interest is fixed 
in the mortgage and is usually payable semi-annually. 


CHAPTER VIII 
THE JOURNAL 


In the preceding exercises care has been taken to record the facts 
as they occurred, and to show by means of the accounts the effect 
of these facts on the fundamental equation. Although the trans- 
actions of a business might be taken care of in this way, experience 
has shown that a more complete record is necessary or at least 
advisable. 

A few reasons will suffice to show why this is so. In the first 
place, it is practically impossible to give any details of the trans- 
action in the account itself as the space allotted is so meager, and yet 
there are certain details which are very desirable. Furthermore, it 
is very tedious to enter transactions one by one into the accounts as 
they occur. Errors are apt to creep in, especially as the accounts 
are on different pages, and each transaction affects at least two 
different accounts which require entries to be made. 

For instance, if the proprietor sold James Stone $300 worth of 
merchandise on account, James Stone account should be debited and 
Sales Revenue should be credited. If, however, an error is made 
and James Strong’s account is debited instead of James Stone’s, it 
will be difficult to straighten the matter out when James Strong 
objects to the charge, as, of course, he will. There is not sufficient 
evidence in his account to enable the bookkeeper to judge as to 
whether the objection of James Strong is a valid one. It will also be 
practically impossible to determine to whom the charge should be 
made if not to him. 

Furthermore, suppose the proprietor bought merchandise valued 
at $450 from A. G. Wilson. The entry should be to debit 
Purchases for $450 and to credit A. G. Wilson for $450. Suppose, 
however, an error is made and Purchases is debited for $540, 
instead of $450, which is a very common error among bookkeepers. 
When it was discovered that the balance sheet did not balance, it 
would be very difficult to find the error, as there is no information 
to go by. 
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For these and many other reasons which will arise in the mind 
of the student, the use of other books in which to record all this neces- 
sary information has developed. These books are called Books of 
Original Entry. Inthese books the transactions are arranged chrono- 
logically; the debits and credits for each transaction are given with 
a complete explanation of the transaction. Various kinds of books 
are used for this purpose, depending upon the size of the business 
and the degree of information desired. 

Business may be conducted by the use of the book in which all 
of the transactions are recorded in the order in which they occur. 
This book is called the Journal and is the one we will use in our first 
model set. 


Form of the Journal Page 


Column 1 is called the folio column. Here is placed the page of 
the ledger on which is found the account to which the item on this 
line is transferred. 

Column 2 is the place where the names of the accounts to be 
debited and credited are written. The debit accounts are written 
first close up to the folio column and the credit accounts underneath 
indented about a half inch. Here also the explanation is written 
preferably underneath the entry, but some prefer to use the space to 
the right of the names of the accounts. 

Column 3 is the column in which is written the amount of money 
for which an account is to be debited. This is called the debit 
column. 

Column 4 is the column in which is written the amount of money 
for which an account is to be credited. This is called the credit 
column. 


Model Set for Journal 


Nove 1; 19—. Jerome T. Willets began business investing Cash, $3000; 
Merchandise, $2500; and Office Furniture, $1200. He has a 
, note outstanding in favor of Dunn & Co., for $1000. 
2 Paid rent for November in cash, $125. 
BY. Sold merchandise to James White, terms 30 days, $475. 


SO 
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19—. Bought stationery and stamps for cash, $35. 

. Bought merchandise of L. B. Stevens & Co., terms 30 days, $325. 
Sold merchandise to Frank Huson, terms 30 days, $515. 

Paid cash for miscellaneous expense items, $35.70. 


. Sold merchandise for cash, $345. 


Mr. Willets drew $100 cash for personal use. 


. Paid for insurance on goods, cash, $45. Policy is dated 


November 1. 


. Bought merchandise of George Gilbert, terms 30 days, $530. 
. Received James White’s 30-day note on account, $200. 

. Sent L. B. Stevens & Co., check on account, $250. 

. Bought miscellaneous office supplies for cash, $17.25. 

. Paid clerks’ salaries for first half of month, cash, $80. 


Sold merchandise to James White, terms 10 days, $495. 


. Returned $75 worth of merchandise to George Gilbert. 


Paid freight on goods purchased, $43.10. 
James White returned merchandise valued at $50. 


Model Journal 
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Posting 


The debits and credits as shown in the model journal must now 
be transferred to the accounts themselves in the ledger. The opera- 
tion involved is called posting. When the posting should be done 
depends much upon conditions. It is desirable, though, that it be 
done as often as possible. Daily posting to the personal accounts, 
especially customers, is absolutely necessary in order that the con- 
dition of the account may be known at any time. In posting an 
item, the page of the journal on which the item is found is placed 
in the folio column in the ledger, and the page of the ledger on which 
the account is found is placed in the folio column in the journal. 
When other books of original entry are used, the initial letter of the 
book from which the item came must also be placed in the folio 
column of the ledger. This is very important as it aids in tracing 
a transaction when information is desired or an error has been made. 

If the student will trace each item from the model journal (pages 
106-108) to the ledger accounts following (pages 109, 110), he will 
get a clear understanding of the posting process. 


Ledger for Model Journal, pages 106-108 
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The Trial Balance 


The trial balance is the bookkeeper’s device for testing the cor- 
rectness of his posting. Obviously, if the debits and credits are equal 
in the journal, and if these debits and credits have been posted to the 
proper sides of the ledger, the two sides of the ledger should balance. 
If mistakes have been made, they should be discovered before going 
further with the work. For this reason the bookkeeper tests the 
accuracy of his work immediately after completing the posting, by 
the device known as the trial balance. 

The trial balance tests the correctness of the posting only. If a 
debit for John Jones has been posted to the debit of John Johnson, 
the error would not be detected by the trial balance as the amount 
is still on the debit side of the ledger. Or if an error had been made 
in figuring the amount of an item, it would not be disclosed. For 
instance, if in figuring a sale to George White an error had been made 
charging him for $150 instead of $160, the entry George White to 
Sales, $150, would balance, and the error would not show in the 
trial balance. 


1. Steps in taking a trial balance. 

a. Take a sharp pencil and add up each side of each account, 
writing the amount in small figures close up to the last amount on 
the side. 

b. Take a sheet of journal paper and make a list of all accounts 
that do not balance. After each account put the footings for each 
side in the money columns, the debit footing in the left column and 
the credit footing in the right column. Indicate the page of the 
ledger on which the account is found in the folio column, at the left 
of the name of the account. 

c. Add the two columns in pencil and, if they are equal, rule the 
columns as shown in the model on page 112, writing the footings in 
ink. 

d. At the top of the paper write the heading TrraL BALANCE 
and the date when it is taken. 


2. What to do when a trial balance doesn’t balance. 

a. Make sure that your ledger footings are correct and that 
they have been correctly transferred to the trial balance. 

b. Find the difference between the two sides and see if you have 
failed to post a like amount or to transfer it to the trial balance. 
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c. Divide the difference between the two sides of your trial 
balance by 2, and see if you have not posted a like amount to the 
wrong side of the ledger. 

d. If the difference between the two sides of the trial balance is 
divisible by 3, a transposition of figures may have occurred. Ninety- 
eight may have been written as 89, 345 may have been written as 
435 or 354, 50 cents may have been written as $50. These are - 
among the most common errors made by bookkeepers. 

'e. If everything else fails, the surest way of locating an error 
is to check back your posting. Again take a sharp pencil and check 
(4/) each item of the ledger with the corresponding item in the 
journal, placing the checkmark next to the double lines of the money 
columns. Check the debit items first and then the credit items. 

The following is the trial balance for the Model Set just posted. 


Jerome T. Willets 
Trial Balance 
November 15, 19— 


7 


1 | Jerome T. Willets, Capital | 5700 | 
1 | Jerome T. Willets, Personal 100 
1 | Merchandise Stock 2500 
1 | Purchases 855 
1 | Sales Revenue 1830 
1 | Rent 125 
1 | Office Supplies 52 | 25 | 
1 | Expense 35 | 70 
1 | Insurance | 45 | 
1 | Salaries 80 
1 | Freight Inward 43 | 10 
2 | Office Furniture 1200 
2 | Cash 3345 731 | 05 
2 | Notes Receivable 200 
2 | Notes Payable 1000 | 
2 | James White 970 250 
2 | Frank Huson 515 
2 | George Gilbert 75 530 
2 | L. B. Stevens & Co. 250 325 
2 | Returned Purchases 75 
2 | Returned Sales 50 

| 10441 | 05 10441 | 05 


April 1, 
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Exercises for Practice 
Exercise 1 
(Use Journal Only) 


19—. Frank Perry began business with cash, $2350, and a stock 
of merchandise, valued at $3825. 

Rented store at 25 Main St. and paid cash for April rent, $125. 

Bought books, stationery, and stamps, $47.25. 

Sold merchandise for cash, $350. 


. Bought merchandise for cash, $525. 


Sold J. O. Brown merchandise for his 30-day note, $560. 


. Sold F. G. Babcock merchandise, terms 10 days, $450. 


Bought for cash a typewriter, $105, and a desk, $65. 
Sold merchandise for cash, $415. 


. Sold F. N. Bliss merchandise for his 30-day note, $425. 


Bought for cash an auto delivery truck, $1925. 
Bought auto supplies for cash, $32.25. 


. Sold J. O. Brown merchandise, terms n/10, $625. 


Bought merchandise of Smith & Co., terms n/10, $455.60. 
Paid for fixtures installed this week, $515. 

Received check from F. G. Babcock on account, $200. 
Gave Smith & Co. my note at 30 days on account, $300. 
Sold merchandise for cash, $275. 


Post and take trial balance. 


May 1, 


Exercise 2 
(Use Journal Only) 


19—. Thomas Logan began business with cash, $1750; mer- 
chandise, $1500; store property, $7500; delivery equipment, 
$2550. 

Paid for furniture and fixtures installed to-day, $750. 

Bought office supplies for cash, $48.75. 

Sold merchandise for cash, $275. 


. Bought merchandise for “in $327.50. 


Mr. Logan’s father made him a present of a safe valued ne $450. 


. Bought merchandise of John Tilly for 30-day note, $425. 


Sold merchandise to Abraham Wright, terms n/10, $315. 
Sold merchandise to F. J. Slocum, terms n/10, $340. 


. Paid freight on goods purchased, $27.25. 


Bought merchandise of J. L. Cohen, terms n/10, $350. 
Sold merchandise to Samuel Levin for his 30-day note, $375. 


. Paid for repairs on store, cash, $275. 


Sold merchandise for cash, $317.50. 
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May 5, 19—. Sold merchandise to B. D. Merrill, terms n/10, $435. 
6. Bought merchandise of Larkin & Co. for 30-day note, $540. 
Returned merchandise valued at $65 to J. L.. Cohen as it was not 
same as sample. 
Allowed T. J. Slocum $25 on goods sold him on May 3d, as the 
goods were damaged. 
Received check from Abraham Wright on account, $200. 


Post and take trial balance. 


Opening Journal Entries 
(With both assets and liabilities invested) 


1. July 1,19—. James Walsh began business with the following assets and 
liabilities: cash, $1750; merchandise stock, $4850; delivery 
equipment, $1725; office furniture, $650; accounts receiva- 
ble, $1250 (James Blyn, $615; Peter Rose, $635); office 
supplies, $12.50; Accounts Payable, $2735 (Jones & Co., 
$1250; White Bros., $1485). 


Entry 
July 1, 19— 


James Walsh began business with the |) 

following assets and liabilities: 
Cash 1750 | 
Merchandise Stock 4350 i 
Delivery Equipment | 1725 | 
Office Furniture 650 
Accounts Receivable 1250 


James Blyn $615 
Peter Rose 635 \| 
Office Supplies 127 50 
Accounts Payable | 2735 
Jones & Co. $1250 
White Bros, 1485 
James Walsh, Capital | 7002 | 50 
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Frank Overton 


Balance Sheet 


July 1, 19— 
Assets Liabilities and Capital 
$4125 Liabilities: 
Merchandise Stock B025 Notes Payable $1250 
Delivery Equipment 2750 Accounts Payable 2760 
Furniture & Fixtures 1845.50 Smith & Jones $1440 


Accounts Receivable 3175.60 White & Son 1320 
$ 650.00 SS 
P. White 1480.00 Total Liabilities $4010 
1045.60 Capital: 
Auto Supplies 37.40 Frank Overton, 
Capital $11,638.50 
$15,648 . 50 $15,648 . 50 
Entry 
Suny sO 
| 
| Frank Overton owns the following assets 
and liabilities: 
Cash 4125 
Merchandise Stock 3725 
Delivery Equipment 2750 
Furniture & Fixtures 1845 | 50 
Accounts Receivable 3175 | 60 
S. Jones $ 650 
P. White 1480 
J. Smith 1045.60 
Auto Supplies 3/7 | 40 
Notes Payable 1250 
Accounts Payable 2760 
Smith & Jones $1440 : 
White & Son 1320. 
Frank Overton, Capital 11638 | 50 
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Drill Exercise 
Make opening entries for the following: 

1. April 1, 19—. John Brinkman began business with the following 
assets and liabilities: cash, $3425; merchandise stock, 
$4500; furniture and fixtures, $1250; accounts receivable, 

_ $1850 (Albert Jones, $715; Peter Fox, $1135); stationery, 
$39.25; coal, $125; accounts payable, $2315.25 (Perkins 
and Co., $1240.75; Higgins & Son, $1074.50); a 60-day 
note outstanding dated Mar. 1, 19—, favor City National 
Bank for $2500. 


2. Mar. 1, 19—. James C. Whiting began business with the following 
assets and liabilities: 


Assets Liabilities 

Cash $4000 Accounts Payable $3500 
Delivery Equipment 1850 Johnson Bros. $1950 
Office Furniture 1275 Jackson & Co. 1550 
Real Estate 7000 Notes Payable 2425 
Accounts Receivable 3000 (See Schedule) 

P. Hill $1200 

W. Ray 1800 
Office Supplies 125 
Coal 175 
3. Oct. 1,19—. Thomas Malone has these assets and liabilities: 

Assets Liabilities 

Cash $3725 Bennett & Co., on a/e $1245 
Merchandise Stock 2975 Stock & Son, on a/e 1315 
Delivery Equipment 1960 Notes Payable 1500 
Furniture and Fixtures 1495 60-day note, favor First 
James White on a/c 650 National Bank. 
Peter Rose on a/c 725 
Office Supplies 115 
Coal 350 
Rent prepaid 300 


Exercises for Practice—Continued 


Exercise 3 
(Use Journal Only) 
Oct. 1, 19—. O. P. Babcock began business with merchandise valued 
at $3500, a store valued at $6000, and cash $4500. 
Paid cash for installing fixtures, $275. 
Bought furniture for cash, $1250. 
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Oct. 2, 19—. Sold merchandise to S. T. Rhodes for cash, $735. 
Bought merchandise of Frank Reed, terms 10 days, $450. 
Bought stationery and stamps for cash, $17.35. 
3. Sold merchandise to Alfred French, terms n/10, $375. 
S. T. Rhodes returned merchandise valued at $75 and received 
cash. 
Returned merchandise valued at $60 to Frank Reed for credit. 
4, Gave Frank Reed our note at 30 days on account, $190. 
* Goods valued at $150 were destroyed by fire. No insurance. 


* As this was a decrease of assets and of capital, debit the temporary capital 
account Fire Loss and credit the asset account Merchandise Stock. 


An error of $25 has been discovered in the computation of the 
invoice of merchandise sold 8. T. Rhodes. Sent him a check 
for the amount. 

Bought merchandise of Samuel Ross for our 30-day note, $350. 

5. Sold merchandise to S. T. Rhodes, terms 10 days, $515. 

Bought merchandise of George Cooper, terms n/10, $225. 

Sold merchandise to Peter Owens for cash, $435. 

Mr. Babcock donated $50 in cash to the Salvation Army. 

6. Sold merchandise to Frank Denny for his 30-day note, $615. 

Bought merchandise of William Eaton for cash, $392. 

Paid Frank Reed cash on account, $200. 

Received cash from Alfred French on account, $300. 

Paid clerks’ salaries, $75. 

Paid for incidental expenses cash, $12.75. 


Post and take trial balances. 


Exercise 4 
(Use Journal Only) 


Mar. 1, 19—. James Henderson began business with the following 
assets and liabilities: cash on hand, $695.25; in bank, $3245; 
merchandise valued at $735.48; James Dawson owes him 
on account, $457.65; and he holds a note dated February 
5th, at 60 days for $257.50 against Jerome Took. He owes 
J. F. Brady on account, $450. 

Rented store at 25 Main Street, and paid March rent, $125. 
Bought office supplies and stationery, $26.50. Paid cash. 
Bought 6 tons coal for store at $13.25 per ton. Paid cash. 
2. Bought merchandise of T. F. Mahoney, terms n/10, $375. 
Made the following sales, terms n/10: James Dawson, $315.75, 
Peter Olney, $365.10; F. M. Bliss, $237.25; James Fitz, 
$175.40; B. W. Brown, $214.50. 
3. Bought merchandise of J. F. Brady, terms 10 days, $317.50. 
Paid for putting up some shelves, $27.50. 
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Mar. 4, 19—. Received from James Dawson his 30-day note to apply on 
account, $257.35. 
Gave J. F. Brady my 30-day note for $450 for balance due Mar. 1. 
5. Sold Acker Bros., for cash a job lot of merchandise for $120. 
Sold Peter Olney, terms n/30, merchandise, $217.25. 
Bought of J. F. Brady for my 30-day note, merchandise, $450. 
6. Paid freight bills on goods purchased this week, $27.50. 
Received from James Fitz his check for invoice of the 2d, 
$175.40. 
James Henderson sent home for private use merchandise, $25. 
He also drew cash for private use, $50. 
Allowed F. M. Bliss $15 on his bill of the 2d, as he claimed the 
goods arrived in a damaged condition. 
Received from B. W. Brown his note at 30 days for $100 and his 
check for $114.50 in payment of invoice of the 2d. 
Paid clerk and bookkeeper for the week, $70. 
8. Received a check from Peter Olney for invoice of July 2d, $365.10. 
Sold merchandise to B. W. Brown, terms 10 days, $340. 
9. Gave T. F. Mahoney a check for $375 for invoice of March 2d. 
10. Received F. M. Bliss’ check for balance of invoice of March 2d. 
Sold merchandise to James Fitz, terms n/10, $410. 
11. Bought merchandise of T. F. Mahoney, terms n/30, $850. 
12. Bought merchandise of J. F. Brady on my 30-day note, $725. 
13. Paid clerk and bookkeeper for the week, $70. 
Mr. Henderson drew $50 cash for private use. 
Received from James Fitz his 30-day note for $175.40 for invoice 
of July 2d. 
15. Paid for office furniture and fixtures, the last of which was 
installed to-day, $1575, cash. 


inventories 
Merchandise $2,675.60 Expense (prepaid rent) $62.50 
Furniture and Fixtures 1,575 Expense (coal and station- 
ery) 65 


Closing Journal Entries 


Before taking up the closing entries for this set, turn back to Chapter VI, 
page 87, and write in journal form the closing entries found there. Then study 
carefully the following closing entries for the Model Set for journal found a few 
pages back. : 

Now turn to the Ledger for the Model Journal, pages 109-110. 
The total goods available for sale consists of the Merchandise Stock 
on hand in the beginning, plus the cost of the goods purchased 
during the period. In order to find the cost of the goods purchased, 
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we must deduct the goods that were returned and add the cost of the 
freight. The first entry, therefore, will be: 


th Returned Purchases $75 
To Purchases $75 


This will leave the net purchases at $780. Now by the entry, 


2. Purchases $43.10 
To Freight Inward ‘ $43.10 


the cost of the freight will be added to the purchases, and the total 
cost of the goods purchased becomes $823.10. 

Since the merchandise stock on hand at the beginning was $2500, 
if we add the cost of the purchases by the entry, 


3) Merchandise Stock $823.10 
To Purchases $823.10 


the total cost of the goods available for sale becomes $3323.10. 

The next step is to deduct from this total of goods available for 
sale, the value of the goods remaining unsold at the end of the period 
as shown by the inventory. The entry: 


4. Merchandise Stock, New Account $2168.54 
To Merchandise Stock, Old Account $2168 . 54 


will deduct this value of goods unsold and carry it forward into the 
next period. 

Now by examining our Merchandise Stock account, we find that 
the cost of the goods sold is $1154.56, which we must transfer to the 
Sales Revenue account for the purpose of finding the Gross Gain 
on Sales. Since, however, $50 worth of the goods sold were 
returned, we must first deduct this $50 from the total sales by the 
entry: 


5. Sales Revenue $50 
To Returned Sales $50 


in order to know the net sales. Then, by the entry: 


6. Sales Revenue $1154.56 
To Merchandise Stock $1154.56 


the cost of the goods sold can be deducted from the net sales to find 
the Gross Profit. This Gross Profit may now be recorded in the 
Profit and Loss account by the entry: 
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ls Sales Revenue $625.44 
To Profit and Loss $625.44 


Since the deductions from this Gross Profit come from the wear 
and tear on equipment and from the supplies, etc., used as shown 
by the subdivisions of the expense account, the next thing to be 
done is to transfer forward into the next period the present value 
of the equipment and the value of the supplies, etc., unused, as shown 
by the inventories. This can be done by separate entries for each 
account, but as the same explanation will answer for all, it is usually 
done by a compound entry, as follows: 


8. Office Furniture, New Account $1150 
Rent, New Account 62.50 
Office Supplies, New Account 30 
Insurance, New Account 40 
To Office Furniture, Old Account $1150 
Rent, Old Account 62.50 
Office Supplies, Old Account 30 
Insurance, Old Account 40 


Of course, in this case, as well as in the case of Merchandise Stock, 
the entry to the new account is not posted until the old account has 
been closed and ruled up. Careful use of the folios will render the 
chances of an error at this point very slim. This entry is usually 
combined with the entry marked (4), preceding, as it is of the same 
type. In fact, an entry which will take care of all the inventories at 
once leaves less chance for omitting one. (See model following.) 

Since the equipment account and the expense account and its 
subdivisions now each show the effect on capital, these decreases 
or losses may be summarized in one entry instead of a separate entry 
for each account. This saves time, both in writing the explanation 
in the journal and in posting, as there will be only one debit to Profit 
and Loss instead of one for each account. The entry in this case: 


9. Profit and Loss $255.45 
To Office Furniture $50 
Rent 62.50 
Office Supplies 22.25 
Expense 35.70 
Insurance 5 


Salaries 80 
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The Profit and Loss account now shows the gross gain and the 
total deductions. The difference then is the net gain, which is 
transferred to the proprietor’s personal account, in order to credit 
him with this net gain and to show the net increase of capital. The 
entry required is: 


10. Profit and Loss $369 .99 
To Jerome T. Willets, Personal $369 .99 


Since the proprietor has drawn $100, the net increase of capital 
is $269.99, which is transferred to the capital account for investment, 
by the entry: 


its Jerome T. Willets, Personal $269.99 
To Jerome T. Willets, Capital $269 .99 


This might have been left in the personal account for future 
drawings but future gains will probably take care of those. We 
now show the new capital by the entry: 


12. Jerome T. Willets, Capital, Old Account $5969.99 
To Jerome T. Willets, Capital, New Account $5969 .99 


Nore. In the model following, the inventories have all been combined in 
one entry. Those who prefer to do so may make the entry for the merchandise 
stock inventory only at this point and make the entry for the remaining inven- 
tories after the entry Sales Revenue to Profit and Loss has been made. This 
last method of procedure follows more closely the work of the Profit and Loss 
Statement and allows the use of that statement as a guide. 


Model Form for Closing Entries, Model Set, page 105 
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Accounts of Model Set, page 105, Affected by the Closing Entries 
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Exercises for Practice—Continued 


Exercise 5 


A. B. Conant 
Balance Sheet 
October 31, 19— 


Cash 


$1,200.50 A. B. Conant: 


Notes Receivable 600 Investment $16,422.10 © 

Account Receivable: Drawings 135 
W.C. Janes $410.75 a 
A.J. Taylor 393.35 $16,287.10 
Simons Mfg. 360.25 Add Profit 393.55 


J. W. Rogers 520 


Present Capitat $16,680.65 


1,684.35 
Merchandise Stock 9,773.80 
Delivery Equipment 2,080 
Office Furniture 810 
Advertising prepaid 532 
$16,680.65 | $16,680.65 


Nov. 1. 


Bought merchandise of A. Nichols and Co., terms 10 days, $420. 

Bought merchandise of Greene Bros., terms 10 days, $350. 

Received of Simons Mfg. Co. to balance their account their 
30-day note of $300 and cash, $60.25. 

Received of A. J. Taylor for invoice of Oct. 10, $105. 

Allowed A. J. Taylor $410 for his claim of short delivery on our 
invoice of Oct. 10th. 


. Received cash of Jno. W. Rogers for our invoice of Oct. 21, 


$387.50. 


. Sold the Simons Mfg. Co. merchandise, terms 10 days, $210. 


W. C. Janes returned merchandise invoiced to him on the 18th, 
$21.60. 
Paid postage and miscellaneous expenses, $36.25. 


. Received cash of W. C. Janes for our invoice of the 18th, $219.18. 


Received of Jno. W. Rogers for invoice of to-day’s date, cash 
$202.65 and his 30-day note for $150. 

Paid salaries in cash, $65. 

Paid for gasoline and auto repairs, $14.28. 

Paid N. Y. Central R. R. freight bills, $30.10. 
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Nov. 8, 19—. Bought merchandise of Greene Bros. for our 30-day note, 
$562. 
Gave Greene Bros. our 30 day note for our invoice of to-day, 
$562. 
Sold A. J. Taylor merchandise, terms 10 days, $372.40. 
Received cash of A. J. Taylor to balance our invoice of Oct. 
15, $142.60. 
Sold merchandise for cash, $262.80. 
A. B. Conant drew cash for personal use, $210. 
9. Received cash of J. W. Rogers for our invoice of Oct. 20, $145.50. 
Sold merchandise to W. C. Janes, terms n/30, $267. 
Paid messenger, $9. 
Paid auto license, $11.50. 
Bought merchandise for cash, $318.60. 
Sold merchandise for cash, $57.90. 
10. Paid A. Nichols and Co. for their invoice of the 1st, $420. 
Paid Greene Bros. for their invoice of the Ist, $350. 
A. B. Conant invested cash, $450. 
Sold Jno. W. Rogers merchandise, terms 10 days, $581. 
Bought of Philips & Co., terms n/30, delivery truck, $1600. 
Paid N. Y. Central R. R. freight bills, $55.62. 
Paid wages, $180.40. 
Received of the Simons Mfg. Co. for our invoice of the 4th, 
$210. 
Received cash of A. J. Taylor for our invoice of the 4th, $372.40. 
A. B. Conant borrowed $900 of Chas. A. Kirtland and gave 
the latter his 60-day note for the amount. 
Bought merchandise of Greene Bros., terms 10 days, $323.10. 
Bought merchandise of A. Nichols and Co., terms n/30, $520. 
Paid for miscellaneous expense, $31.25, 


Inventories, Nov. 15, 19— . 


Merchandise $9,875.23 Advertising $400 
Delivery Equipment 3,600 Expense item unpaid eZ 
Office Furniture 642 Freight Inward unpaid 39.60 


CHAPTER IX 


SPECIAL JOURNALS 


The Sales Journal 


In any line of business, the chief part of the bookkeeper’s work 
is the recording of sales. If these sales are recorded in the Journal, 
it is necessary to credit the Sales Revenue account for each separate 
sale. For example, suppose the following sales were made in a 
certain exercise: 


June 1, 19—. Sold M. Blair, 15 State St., City, terms 10 days, 100 yds. 

silk @ $2; 100 yds. velvet @ $1.75. 

2. Sold J. White, Yonkers, N. Y., terms 10 days, 50 yds. silk @ $2; 
200 yds. velvet @ $1.75. 

3. Sold F. Smith, White Plains, N. Y., terms 10 days, 75 yds. silk @ 
$2; 100 yds. broadcloth @ $2.50. 

4, Sold T. Snyder, New Rochelle, N. Y., terms 10 days, 50 yds. 
broadcloth @ $2.50; 100 yds. silk, @ $2. 


If the above transactions are recorded in the journal, they would 
appear as follows. (Only the simple journal record without explana- 
tions is shown.) 


June 1, 19— 
M. Blair 375 
To Sales Revenue 375 
Fe 
J. White 450 
To Sales Revenue ; 450 
3 
F. Smith 400 
To Sales Revenue 400 
4 
T. Snyder 325 
To Sales Revenue 325 
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As can readily be seen, the above record requires that the Sales 
Revenue account be credited four separate times. If, however, 
these items of sales are grouped in a book by themselves, the record 
might be somewhat as follows: 


June 1, 19— 
M. Blair 375 
2 
J. White 450 
; ; 
F. Smith 400 
4 
T. Snyder 325 
Sales Revenue, Cr. 1550 


When the above record is posted, but one entry will be necessary 
to the Sales Revenue account. This entry will be equal in value to 
the four entries required by the journal record. The great advantage 
both in the saving of time and space and in having a complete record 
of the sales tn one book has resulted in the adoption of the Sales 
Journal, two models of which are shown below. 


Model 1 


Sales Journal 


Sales Revenue Page J 
s i 
Date Account Debit Address Inv.|| Terms || Amount 
LF. No. 
19— | 
June |1| 15 | M. Blair 15 State St., City 10 days || 375 
2/ 15 | J. White Yonkers, N. Y. 10 days 450 
3| 15 | F. Smith White Plains, N. Y. 10 days || 400 
4| 15 | T. Snyder New Rochelle, N. Y. 10 days 325 
Sales Revenue, Cr. 
| 1550 


*L. F., Ledger Folio. 
{ Inv. No., Invoice Number. 


130 


Model 2 
Sales Journal 


June 1, 19— 


ELEMENTS OF BOOKKEEPING 


M. Blair 
15 State St., City 
100 yds. Silk 
100 yds. Velvet 


2 
J. White 
Yonkers, N. Y. 
50 yds. Silk 
200 yds. Velvet 
3 
F. Smith 
White Plains, N. Y. 
75 yds. Silk 
100 yds. Broadcloth 
4 
T. Snyder 


New Rochelle, N. Y. 
50 yds. Broadcloth 
100 yds. Silk 


Sales Revenue, Cr. 


| 


Terms 10 days 
@ $2 
@ $1.75 


Terms 10 days 


Terms 10 days 


@ $2 
@ $2.50 


Terms 10 days 


200 
175 375 
100 
| 350 | 450 
| 
150 
250 _ 400 
125 
200 | 325 
1550 


Posting from the Sales Journal. In posting from the sales journal, 


the following procedure should 


be followed: 


1. Debit in the ledger each account mentioned in the Account Debit 
column for the amount found in the amount column opposite the name of 


the account. 


2. Credit the Sales Revenue for the total of the amount column, which 


is the total sales. 
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Posting of Model Sales Journal 


M. Blair 
15 State St., City Page 15 
19— | | 
June |1) 10 days S1 |] 375 
| | 
| oii | | . 
J. White 
Yonkers, N. Y. 
1o- | 
June | 2} 10 days S1]|| 450 | 
| | 
F. Smith 
White Plains, N. Y. 
il | | | | | | 
| Sead A ea o | 
19— | | | | | 
June |3| 10 days _—| SI | 400 | 
| | 
| | 
T. Snyder 
New Rochelle, N. Y. 
10 | 
June | 4} 10 days auliile avs, 
| 
| 
Sales Revenue 
ee ae 
| June! 4 S1j| 1550 
| 


Drill Exercise 


Prepare a Sales Journal for the following series of sales: 


1. J.C. Downs had the following sales for the first week of October, 19—. 


Oct. 2. Sold F. J. Malone, Queens, L. I., terms 30 days, 25 bbl. apples @ 
$4.50; 15 bbl. potatoes @ $3.50. 
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Oct. 3. Sold M. C. Blake, Brooklyn, N. Y., terms n/30, 15 bbl. apples 


@ $4.50; 5 bu. onions @ $1.25. 


4. Sold P. N. Owens, 15 State St., City, terms 10 days, 10 bbl. 


potatoes @ $3.50; 15 bbl. apples @ $4.50. 


5. Sold M. N. Fox, Flushing, N. Y., terms 2/30, 25 baskets peaches 


@ $1.75; 15 bbl. apples @ $4.50. 


2. M. C. Downing made these sales for the first week of February. 


Feb. 1. 


2. 


Sold B. C. Bentley, Albany, N. Y., terms 15 days, 150 yds. 
broadcloth @ $4.50; 125 yds. silk @ $1.75. 

Sold C. N. Wise, Troy, N. Y., terms n/30, 125 yds. English serge 
@ $1.75; 150 yds. silk, $1.75. 


. Sold P. T. Secor, 190 Union St., City, terms n/30, 140 yds. broad- 


cloth @ $4.50; 115 yds. Scotch cheviot @ $1.50. 


. Sold Y. B. Jones, 17 Court St., City, terms n/30, 125 yds. silk 


@ $1.75; 160 yds. black mohair @ $1.35. 


. Sold F. J. Kaufman, New York City, terms n/30, 150 yds. 


broadcloth @ $4.50; 160 yds. English serge @ $1.75. 


3. During the first 15 days of May, J. C. White made these sales: 


May 2 


5 


Sold Frank Jones, Utica, N. Y., terms 30 days, 25 bbl. flour @ 
$6; 150 bu. corn @ $1.05. 

Sold J. M. Sloane, Rome, N. Y., terms 30 days, 125 bu. wheat @ 
$1.25; 140 bu. rye @ $.95. 

Sold T. F. Saunders, Ilion, N. Y., terms n/30, 140 bu. rye @ $.95; 
50 bbl. flour @ $6.00. 

Sold S. P. Nott, Camden, N. Y., terms n/30, 125 bu. wheat 
@ $1.15; 135 bu. oats @ $.90. : 

Sold M. A. Lucas, Utica, N. Y., terms 30 days, 175 bu. oats @ 
$.90; 25 bbl. flour @ $6.00. 


Exercises for Practice 


(Use Journal and Sales Journal.) 


Exercise 1 


Sept. 1, 19—. J. F. Herrick began the coal and wood business with 


cash, $6500; auto trucks, $4500; land and buildings, $7500. 
Bought of Scranton Coal Co., terms 60 days, 1000 T. coal @ 
$10.50. 
Bought of Erie Lumber Co., terms 4 months, 1000 cord wood 
@ $2.75. 


2. Bought an office desk, $40; a typewriter, $105; 3 office chairs @ 


$8; an office safe, $425; auto supplies, $37.50. Paid cash. 
Bought stationery and stamps for cash, $42.25. 
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Sept. 3, 19—. Bought of Michigan Lumber Co., terms 90 days, 500 
cord wood @ $2.65. 
4. Sold J. C. Lindon, terms n/30, 50 T. coal @ $13.25. 
5. Sold Frank Collins for his note at 30 days, 50 T. coal @ $13.25; 
100 cord wood @ $3.25. 
6. Sold to A. B. Lyons, terms 30 days, 30 T. coal @ $13.25; 100 
cord wood @ $3.25. 
Paid yardmen’s salaries, $48; bookkeeper, $30. 
8. Gave Scranton Coal Co. my note for 3 months on account, $1000. 
9. Received check from J. C. Lindon, on account, $200. 
Sold Frank Austin on account, 30 T. coal @ $13.25. 
10. Sold James Finnigan for 30-day note, 150 cord wood @ $3.25. 
11. Sold Central Hotel Co., terms 30 days, 200 T. Coal @ $13.10; 
300 cord wood @ $3.10. 
12. Received from J. C. Lindon on account, cash, $150. 
13. Mr. Herrick sent home for his own use 40 T. coal. 
Paid yardmen, $48; bookkeeper, $30. 
15. During the night fire destroyed 1 pile of wood containing 20 
cords. No insurance. 
Post and take trial balances. 


In Chapter VIII you learned how to make a trial balance of the 
footings of your ledger. There is, however, another form which is in 
more general use because the information it gives is more easily 
usable. Examine the following simple trial balance: 


James Freeman 
Trial Balance 


June 30, 19— 

James Freeman, Capital 4,300 

Cash 7,220 1,625 

Merchandise Stock 4,975 

Purchases 6,130 

Sales Revenue 8,435 

Notes Receivable 1,560 720 

Notes Payable 840 2,835 

James Fox 650 250 

Henry Wilson 725 400 

Jones Bros. 435 1,863 

E. Miller & Co. 650 2.750 
23,185 23,185 
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Now while this trial balance gives the footings of the accounts 
in the ledger, it would be much more valuable if it gave the balances. 
For instance, the cash account shows cash receipts of $7220 and cash 
payments of $1625, but does not show the balance of cash on hand. 
However, if we deduct the cash payments from the cash receipts 
and place the difference or balance in the debit column, we will have 
deducted $1625 from both columns and the trial balance will still 
balance. In like manner we can show the balance of each of the 
accounts, instead of the footings, without destroying the equality of 
our trial balance. Our trial balance would then appear thus: 


James Freeman 
Trial Balance 
June 30, 19— 


James Freeman, Capital ; 4,300 

Cash | 5,595 

Merchandise Stock 4,975 

Purchases © 6,130 

Sales Revenue 8,435 

Notes Receivable 840 

Notes Payable : 1,995 

James Fox 400 

Henry Wilson 325 

Jones Bros. 1,428 

EK. Miller & Co. 2,107 
18,265 18,265 


In taking a trial balance of differences or balances, use the 
following procedure: 


1. Place the pencil footings in each account as directed in Chapter 
Vib: 

2. In the unused part of the explanation column, by means of a sharp 
pencil, find the difference between the two sides of the account, using the 
amounts found in the first step. 

3. Place this difference or balance in the debit or credit column of your 
trial balance, in the debit column if the debit side of the account was the 
larger, in the credit column if the credit side of the account was the larger. 
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Exercises for Practice—Continued 


Exercise 2 
(Exercise for General Journal and Sales Journal) 


Frederick P. Smart 


Balance Sheet 
October 1, 19— 


Assets | Liabilities and Capital 

Cash $1,975.50 Notes Payable $ 1,800 
Notes Receivable 2B onO0 Accounts Payable 2,785 
Accts. Receivable 1,440 St. John Bros. 

James Bryan $400.00 $1,410 

Fred Jones 350.00 Peters & Son 

Philip Lapp 275.00 IL s/s 
William Opp 415.00 ee 
Merchandise 2,670 Total Liabilities $4,585 
Furniture and Fixtures 1,250 Frederick P. Smart, 
Real Estate 5,000 Capital 9,885 

Total Assets $14,470 $14,470 


Oct. 1, 19—. Paid for repairs on store, cash, $125. 
Bought merchandise from James Otis Co. for cash, $317.20. 
Sold to James C. Whiting, 25 Main St., terms 10 days, 1 dining 
table, $60; 6 dining chairs @ $6.50; 1 sideboard, $90. 
Sold to Gus A. Rankin, 35 Franklin St., terms n/10, 1 parlor 
suite, $375; 1 hall rack, $125; 3 porch chairs @ $4.50. 
3. Received cash from James Bryan on account, $300. 
Sold to James Bryan, 70 Market St., terms n/10, 1 dining table, 
$65; 3 dining chairs @ $9.50; 1 china closet, $75. 
4, Mr. Smart drew for personal use, cash, $75. 
Received from Fred Jones on account, cash, $300. 
5. Sold to Fred Jones, 60 St. James Place, terms n/30, 1 bedroom 
suite, $325; 2 kitchen tables @ $15; 4 kitchen chairs @ $3.25. 
Bought merchandise from St. John Bros. for cash, $450. 
6. Received check from James Bryan on account, $250. 
| Gave St. John Bros. my 60-day note on account, $1200. 
Sent Peters & Son my check for balance due, $1375. 
Received check from Gus. A. Rankin on account, $200. 
8. Sold to Philip Lapp, 125 State St., terms 10 days, 3 brass beds 
@ $37.50; 3 mattresses @ $35; 1 bureau @ $65; 1 table @ $45. 


136 ELEMENTS OF BOOKKEEPING 


t'ct. 8, 19—. Received Philip Lapp’s check for $300 on account. 

Paid my note due to-day, $1800. 

Sold William Opp, 63 State St., terms 10 days, 2 dining tables 
@ $55; 12 dining chairs @ $9.25; 1 serving table, $35; 1 side- 
board, $75. 

10. Received James C. Whiting’s check for $150 on account. 

Philip Lapp returned the dressing table sold him on the 8th, as 
it was broken. 

11. Received a check from Gus A. Rankin on account, $250. 

12. Bought merchandise from Peters & Son for a 60-day note, $550. 

Bought office stationery and stamps, $24.75, cash. 
Paid freight bills for December on merchandise purchased, $51.75. 

13. Mr. Smart sent home for personal use: 1 dining table, $50; 6 
dining chairs @ $8. 

Received check from James C. Whiting for his note due to-day, 
$750, and interest, $3.75. 

15. Peter Ross, the bookkeeper, took home a desk, $50, as part of 
his salary. Paid him $25 cash balance of salary for first half 
of month. Paid clerks’ salaries, $160. 

Received check from James Olney for his note due to-day, $400, 
and interest, $2. 

Sold Fred Jones, 60 St. James Place, terms n/30, 1 dining room 
suite, $410; 4 brass beds @ $40; 3 hair mattresses @ $45. 


Se 


Inventories 
Merchandise $2,465.75 Real Estate, book value 


Furniture and fixtures 1,225 Expense (Stationery) $15 


The Purchase Journal 


You saw how much timc ond labor was saved through the use of 
the sales journal for the recording of sales. You can also save time 
and labor through grouping purchases. When entered in the 
journal, each purchase transaction requires two items in the journal 
and two items posted to the ledger. Suppose, in a certain exercise, 
the following purchases were made: 


June 1, 19—. Bought of Simmons & Co., terms n/60, 200 yds. broadcloth 
@ $2; 200 yds. silk @ $1.70. 
2. Bought of Wood «& Co., terms 30 days, 300 yds. velvet @ $1.50; 
300 yds. silk @ $1.70. 
3. Bought of Jones & Co., n/30, 300 yds. broadcloth @ $2. 
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If the above transactions are recorded in the journal, they would 
appear as follows. (The explanations are omitted.) 


June 1, 19— 
Purchases, 
To Simmons & Co. 740 
740 
2 
Purchases, 
To Wood & Co. 960 
960 
3 
Purchases, 
To Jones & Co. 600 
600 


As can readily be seen, the above record requires that the Fur- 
chases account be debited three separate times. If, however, these 
items of purchases are grouped in a book by themselves, the record 
might be somewhat as follows: 


Purchases 
June 1, 19— 
Simmons & Co. 740 
2 a 
Wood & Co. 960 
3 
Jones & Co. 600 
12, Total Purchases, Dr. 2300 


When this record is posted, but one entry will be necessary to the 
Purchases account. This entry will be equal in value to the three 
entries required by the journal record. Thus, nearly half of the 
work both of recording and posting is made unnecessary. Two 
models for the Purchase Journal are shown below. 
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Model 1 


Purchase Journal 


Page 1 Purchases 
* t 
: Inv. 
Date |L.F./Account Credit Address N cil Terms Amount 
June 12 | Simmons & Co.| New York City n/60 || 740 
12 | Wood & Co. Chicago, III. 30 days || 960 
3 | 12 | Jones & Co. New York City n/30 600 
12 | Purchases, Dr. | 2300 
I 
*L. F., Ledger Folio. 
+ Inv. No., Invoice-Number. 
Model 2 
Purchase Journal 
June 1, 19— 
Simmons & Co., n/60 days 
New York City 
200 yds. Broadcloth @ $2 400 
200 yds. Silk @ $1.70 340 740 
2 
Wood & Co., 30 days 
Chicago, Il. 
300 yds. Velvet @ $1.50 450 
300 yds. Silk @ $1.70 510 960 
3 
Jones & Co., 2/10 n/30 
New York City 
300 yds. Broadcloth @ $2 600 
Purchases, Dr. 2300 
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Posting from the Purchase Journal. In posting from the pur- 
chase journal, the following procedure should be followed: 


1. Credit in the ledger each account mentioned in the Account Credit 
column for the amount found in the amount column opposite the name 
of the account. 

2. Debit the Purchase account for the total of the amount column, 
which is the total purchases. 


Posting of Model Purchase Journal 


Purchases — Page 12 


June | 5 P1}| 2300 


Simmons «& Co. 
New York City. 


19— | 
June}1); n/60 days | P1|} 740 


Wood & Co. 
Chicago, III. 


| 1 


June|2}| 30 days Pl]; 960 


Jones & Co. 
New York City. 


| | | | 


19— | 
June|3]} 2/10 n/30 | Plj| 600 
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Drill Exercise 
Prepare a Purchase Journal for each of the following series of purchases. 
Then show the posting to the ledger. 
1. The following purchases were made by F. C. Wilcox during the month 
of October, 19—: 
Oct. 1. Bought of Jones & Son, New York City, terms 60 days, 300 bbls. 
flour @ $5.10; 500 bu. oats @ $.70. 
8. Bought of Olcott & Co., Philadelphia, Pa., terms n/30, 500 bu. 
rye @ $.75; 500 bu. barley @ $.75. 
15. Bought of Brown Bros., New York City, terms n/60, 500 bu. 
oats @ $.65; 400 bu. corn @ $.80. 
21. Bought of White & Co., Jersey City, N. J., terms 60 days, 250 
bbl. flour @ $5.05; 500 bu. wheat @ $1. 
26. Bought of Selig & Co., New York City, terms 2/10, n/60, 300 
bbl. flour @ $5.05; 500 bu. rye @ $.73. 
31. Bought of Jenkins & Son, Brooklyn, N. Y., terms 2/10, n/60, 
500 bu. barley @ $.76; 500 bu. wheat @ $.98. 
2. M. J. Manning made the following purchases during the month of 
June 19—: 
June 1. Bought of Stern & Co., New York, terms 3/10, n/60, 500 yds. 
Axminster carpet @ $2.10; 500 yds. Brussels carpet @ $.90. 
8. Bought of T. Young & Co., Philadelphia, Pa., terms 3/10, n/60, 
400 yds. Wilton carpet @ $2.05; 300 yds. Brussels carpet @ 
$.90. 
12. Bought of M. Slocum, New York, terms 3/10, 1/30, n/60, 250 
yds. ingrain carpet @ $.60; 500 yds. Wilton carpet @ $2.05. 
16. Bought of Bryce Bros., Chicago, IIl., terms 3/10, n/60, 400 yds. 
Brussels carpet @ $.60; 500 yds. Axminster carpet @ $2.05. 
20. Bought of Jones & Co., Philadelphia, Pa., terms 3/10, 1/30, 
n/60, 350 yds. ingrain carpet @ $.60; 500 yds. linoleum @ $.45. 
23. Bought of Stern & Co., New York, terms 3/10, n/60, 500 yds. 
Axminster carpet @ $2.05; 500 yds. Brussels carpet @ $.85. 
27. Bought of T. Young & Co., Philadelphia, Pa., terms 3/10, n/60, 
500 yds. Wilton carpet @ $2; 300 yds. Brussels carpet @ $.85. 
30. Bought of M. Slocum, New York, terms 3/10, 1/30, n/90, 300 
yds. Wilton carpet @ $2; 200 yds. ingrain carpet @ $.55. 


Exercises for Practice—Continued 
Exercise 3 
(Use General Journal, Sales Journal, and Purchase Journal) 

Nov. 1, 19—. Paul Jenkins began the flour and grain business at 215 
Main St., Flushing, N. Y., investing cash, $4750; auto trucks, 
$3150; store property, $7500; furniture and fixtures, $2100; 
merchandise, $1500. 
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Nov. 1, 


15.: 


16. 


ils 
18. 
NS 


20. 


19—. Bought of T. F. Saunders, 210 Washington St., New York, 
terms n/10, 300 bbls. flour @ $5; 1000 bu. oats @ $.70; 500 
bu. wheat @ $.95; bought stationery and stamps for cash, 
$41.30. 


. Sold Seymour Nott, 45 Main St., City, terms 10 days, 75 bbl. 


flour @ $6; 225 bu. wheat @ $1.25; 350 bu. oats @ $.90. 


. Bought of George White & Co., 630 State St., New York, terms 


15 days, 1000 bu. corn @ $.65; 500 bu. barley @ $.60; 500 
bu. buckwheat @ $1.10. 


. Sold John Garvin, 193 Fulton St., City, terms n/10, 225 bu. 


corn @ $.85; 150 bu. barley @ $.80; 175 bu. buckwheat @ 
$1.30. 


. Sold Franklin Hodge, 216 St. Marks Ave., City, terms n/10, 


90 bbl. flour @ $6. 


. Sold G. W. Hines, 210 Hinsdale St., City, terms 4 cash, balance, 


terms n/10, 75 bbl. flour @ $6; 250 bu. wheat @ $1.25; 250 
bu. barley @ $.80. 


. Paid freight on goods purchased, $45.10. 
. Gave T. F. Saunders my 60-day interest-bearing note for invoice 


of Nov. Ist. 


. Bought of T. F. Saunders, 210 Washington St., New York, terms 


4 cash, balance n/10, 100 bbl. flour @ $5; 500 bu. wheat 
@ $.95. Sent check for the cash payment. 


. Received Seymour Nott’s check for invoice of Nov. 2d. 
. Received John Garvin’s check for invoice of Nov. 4th. 


Sold Seymour Nott, 45 Main St., City, terms 60 days, 75 bbls. 
flour @ $6; 250 bu. wheat @ $1.25. 

Received Franklin Hodge’s 30-day note, dated Nov. 14, for 
invoice of Nov. 5th. 

Bought of George White & Co., 630 State St., New York, terms 
3 cash, balance 30-day note, 1000 bu. wheat @ $.95. Sent 
check and note. 

Seymour Nott sent his check for balance of invoice of Nov. 7th. 

Bought for cash, auto supplies, $31.50; stationery, $27.50. 

Sold Franklin Hodge, 216 St. Marks Aye., City, terms 30 days, 
500 bu. wheat @ $1.20; 200 bu. barley @ $.80; 75 bbl. flour 
@ $6. 

Sent T. F. Saunders a check for balance of invoice of Nov. 
10th. 

Paid clerks’ salaries, $135; incidental expenses, $15.10. 


Post and take trial balance. 
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May 1, 


14. 


15. 
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Exercise 4 


19—. - J. B. Bartlett, Buffalo, N. Y., began business with cash, 
$2500. 

Paid L. F. Trandt, cash for rent of store for May, $60. Paid 
C. W. Fox cash for stationery, $9.50. 


. Bought office furniture and fixtures for cash, $325. 


Bought of L. P. Price, Minneapolis, Minn., terms n/10, 200 bu. 
wheat @ $.95; 500 bbls. flour @ $5. 


. Sold Fred Gray, Lockport, N. Y., terms n/10, 100 bu. wheat, 


$1.20; 100 bbls. flour @ $6. 


. Bought of S. J. Young, Chicago, IIll., terms n/10, 150 bbls. flour 


@ $5; 500 bu. wheat @ $.95. 
Sold James Watson, Dunkirk, N. Y., terms n/10, 50 bbls. flour 
@ $6; 200 bu. wheat @ $1.20. 


. Sold George Neff, City, for cash, 200 bbls. flour @ $5.95. 
. Bought of James Story, Chicago, Ill., for cash, 500 bu. wheat 


@ $.93; 500 bbls. flour @ $4.90. 


. Received check from Fred Gray for invoice of May 3d, $720. 
. Paid L. P. Price cash for invoice of May 2d, $2690. 


Sold James Watson, Dunkirk, N. Y., terms 10 days, 250 bu. 
wheat @ $1.20; 200 bbls. flour @ $6. 

Sold Owen Lyman, City, for cash, 200 bbls. flour @ $5.95. 

Bought of L. P. Price, Minneapolis, Minn., terms n/30, 600 
bu. wheat @ $.95; 300 bbls. flour @ $5. 

Sold Fred Gray, Lockport, N. Y., terms n/5, 150 bu. wheat @ 
$1.20; 100 bbls. flour @ $6. 

Received James Watson’s check for invoice of May 4th, $540. 


. Sent S. J. Young check for invoice of May 4th, $1225. 


Sold George Neff, City, terms n/10, 300 bu. wheat @ $1.20. 


. Received Tred Giay’s check for invoice of May 15, $780. 


Paid 8. J. Young by check for balance of invoice of May 4th. 


. Sold City Hotel Co., Buffalo, N. Y., terms n/30, 500 bbls. flour 


@ $5.90; 300 bu. wheat @ $1.20. 


. Bought of S. J. Young, Chicago, Ill., terms 30 days, 200 bbls. 


flour @ $5.00; 500 bu. wheat @ $.95. 


. Received James Watson’s check for invoice of May 12, $1500. 


Post and take trial balance. 


CHAPTER X 
SPECIAL JOURNALS; THE CASH RECORD 
Cash Receipts Journal 


Transactions with cash form a large share of the business of any 
concern. For this reason, special journals to care for cash receipts 
and cash payments will be found to be a great help. The Cash 
Receipts Journal will be considered first. If the record of cash 
received is made in the journal, it necessitates showing the debit for 
cash with each transaction. For example, suppose in a certain 
business the following cash transactions occur: 


July 1, 19—. James Wilson invested cash, $1500. 
10. Received cash of A. P. Ross for invoice of July 1, $400. 
12. Cash sale to B. C. Slocum, $165. 
15. M.C. Moss paid cash for his 10-day note, $135. 


The journal entry without explanations would be: 


July Ll; 19— 
Cash 1500 
To James Wilson, Capital 1500 
10 
Cash 400 
To A. P. Ross . 400 
12 
Cash 165 
To Sales Revenue 165 
15 
Cash 135 
To Notes Receivable 135 
| 
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It is easily seen that the above record requires that the Cash 
account be debited four separate times. However, if these items of 
cash received are grouped in a book by themselves, the record might 
be somewhat as follows: 


Cash Receipts 


19|— 


July | 1 | James Wilson, Capital | 1500 | | 
10 | A. P. Ross | 400] || 

12 | Sales Revenue 165 | || 

| 135 | 


| Cash, Dr. 2200 


| 
15 | Notes Receivable | 
| 


When this record is posted, but one entry will be necessary to the 
Cash account. This entry will be equal in value to the four entries 
required by the journal record. Thus, nearly half of the time and 
space in both recording and posting is saved by the adoption of the 
Cash Receipts Journal, a model of which is shown below. 


Model Cash Receipts Journal: 


Cash Receipts Page 2 
Date |Account Credited, Explanation L.F. Item Total 
19'— 
July} 1|James Wilson, |Cash Investment -1_ || 1500 
Capital 
10 |A. P. Ross Invoice of July 1 1 400 


12 [Sales Revenue {Cash Sale to B.C. Slocum | 
15 |Notes Receivable|M. C. Moss, 10-day note| 1 135 


_ 
_ 
for) 
or 


Cash, Dr. 2200 


Posting from the Cash Receipts Journal. In posting from the 
cash receipts journal, the following procedure should be followed: 
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1. Debit the Cash account for the total of the cash receipts as found 
in the total column. 

2. Credit each account named in the Account Credited column for the 
amount found in the item column opposite the name of the account. 


Posting of the Model Cash Receipts Journal 
Cash Page 1 


July 15 C1)| 2200 | 


James Wilson, Capital 


| | | 
19; 
July | 1 C2\| 1500 


| il aeer 


A. P. Ross 


19|— 
July |10 C2 


400 


Sales Revenue 


19|— 
July |12 C2}! 165 


Notes Receivable 


| 
J wok 
i]| July |15 C2] 135 


| 


| 
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Drill Exercise 


Prepare a Cash Receipts Journal for the following series of cash receipts. 
Then post to the accounts in the ledger which are affected. 


Dec. 


June 


J 


19—. James T. Sloan invested cash, $3500. 


. Received cash for sundry cash sales of merchandise, $175. 

. J. Larcum paid cash for invoice of Dec. Ist, $135. 

. A. Rosen paid cash for invoice of Dec. 2d, $147.50. 

. P. White paid his note of Dec. 5th, due to-day, $100. 

. Received 8S. Jacob’s check for invoice of Dec. 8th, $147.25. 

. Sold miscellaneous lot of merchandise for cash, $115.10. 

. A. R. Doane paid cash for invoice of Dec. 12th, $140. 

. B. C. Bersie paid cash for his note due to-day, $300 and interest, 


$1. 


. Sundry cash sales, $116.40. 
. Received J. Larcum’s check for invoice of Dec. 19th, $150. 
. A. Rosen paid cash for invoice of Dec. 21st, $116.50. 


2 


19—. Thomas Moore invested cash, $3150. 


. Received cash from J. Bersie for invoice, $275. 

. B. L. Lee paid cash for his note due to-day, $400. 

. O. C. Rogers paid cash for invoice of June 2, $176. 

. Received O. N. White’s check for balance due, $217.50. 

. Received P. T. Rice’s check for invoice of June 4th, $215.10. 

. J. C. Lewis paid cash for his note due to-day, $115. He also 


paid cash for interest on the note, $1.15. 


. Received J. Bersie’s check for invoice of June 10th, $195. 
. Thomas Moore invested $1150, cash received from the estate of 


an uncle. 


. Sold merchandise for cash, $150. 
. O. N. White paid cash for his note, $300 and interest on the 


note, $1.50. 


. O. C. Rogers paid cash for invoice of June 18th, $215.10. 
. Cash sales were $115.85. 


P. T. Rice sent his check for invoice of June 19th, $116.25. 


. Received M. L. Fox’s check for his note due to-day, $300 and 


for interest thereon, $1.50. 
Cash sales were $27.35. 
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Exercises for Practice 


Exercise 1 


(Use Journal, Sales Journal, Purchase Journal, and Cash Receipts Journal.) 


June 1, 


ae 
12. 
13. 
15. 


16. 
ie 


18. 
iI). 
21. 
23. 
25. 
26. 
28. 
29. 
30. 


19—. O.F. Cleveland, Loraine, N. Y., is in the coal and wood 
business. He has cash, $4250; coal and wood, $1500; horses 
and wagons, $2750; and a 30-day note for $1500, dated 
May 6th, with interest at 6% against T. B. Bailey. 

Bought of J. 8. Ripley, terms n/10, hardwood, $350; soft wood, 
$200. 


. Sold A. R. White, terms 10 days, coal, $250; hardwood, $125. 


Bought stationery and stamps for cash, $17.50. 


. Sold B. D. Bell for cash, coal, $210. 


Paid cash for mending harness, $57.25. 


. Bought for cash a new wagon to replace one worn out, $125. 


Sold T. B. Bailey, terms n/10, coal, $175; soft wood, $90. 


. Received T. B. Bailey’s check for $1507.50, to pay for his note 


due to-day, $1500 and interest thereon, $7.50. 


. Sold Fred Jones, terms n/10, hard wood, $150; coal, $215. Paid 


cash for furniture and fixtures, $950. 


. Sold George Smith for 4 cash, balance net 10 days, coal, $275. 
. Sold T. 8. Briggs for cash, coal, $125; hard wood, $75. 
. Gave J. S. Ripley a 30-day note for $250, and cash for balance 


of invoice of June Ist. 
Bought of Brown & Co., terms n/10, coal, $850. 
Received A. R. White’s check for invoice of June 2d. 
B. D. Bell paid us cash for coal, $175. 
T. B. Bailey paid cash for invoice of June 4th. 
Bought of Denton & Co., terms net 30 days, coal, $750. 
Received Fred Jones’ check for invoice of June 6th. 
Sold A. R. White, terms n/10 coal, $200; soft wood, $115. Paid 
cash for rent for June, $150. 
George Smith paid cash for balance of invoice of June 8th. 
Bought of J. 8. Ripley, terms n/30, hard wood, $550. 
Paid Brown & Co., cash for invoice of June 11th. 
Sold T. B. Bailey, terms n/30, coal, $150; soft wood, $175. 
Paid Denton & Co., cash for invoice of June 15th. 
Sold Fred Jones, terms n/30, coal, $190; hard wood, $240. 
A. R. White paid cash for invoice of June 17th. 
Sold A. R. White for his 30-day note coal, $250. 
Paid clerk’s salary for June, $80, 


Post and take trial balance. 
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Cash Payments Journal 


If the record of cash payments is made in the journal, it is neces- 
sary to show the credit for cash with each transaction. For example, 


suppose the following cash payments were made during a certain 
period: 


July 1, 19—. Paid cash for July rent, $200. 
2. Bought for cash stationery and stamps, $35. 
3. Paid Brown Bros. cash for invoice of June 23d, $325. 
4. Paid cash for our note due to-day, $150. 


The journal entries without explanations would be 


July 1, 19— 
Rent 200 
To Cash 200 | 
2 
Office Supplies i 35 
To Cash 35 
3 
Brown Bros. 325 
To Cash 325 
5 
Notes Payable 150 
To Cash 150 
| 


Clearly the above record requires that the Cash account be credited 
four separate times. If, however, these items of cash payment are 


grouped in a book by themselves, the record might be somewhat as 
follows: 


Cash Payments 


19}— 
July | 1 | Rent 200 
2 | Office Supplies 35 
3 | Brown Bros. 325 
5 | Notes Payable 150 
Cash, Cr. 710 
\ 
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When this record is posted, but one entry will be necessary to 
the Cash account. This entry will be equal in value to the four 
entries required by the journal record. Thus again a great saving 
of time and space results. A model Cash Payments Journal is shown 
below. 


Model Cash Payments Journal 
Cash Payments Page 3 


Date | Accounts Debited Explanation Fol. Item Total 


19— 

July | 1} Rent Paid, July Rent 1 200 
2 | Office Supplies | Stationery and Stamps i 35 
3 | Brown Bros. For inv. June 23 Te ieo25 
5 | Notes Payable | Our Note due to-day 1 150 


Cash, Cr. — 
710 


Posting from the Cash Payments Journal. In posting from the 
cash payments journal, the following procedure should be followed: 


1. Debit the accounts in the Accounts Debited column for the amount 
found in the item column opposite the name of the account. 

2. Credit the Cash account for the total as found in the total column 
opposite the Cash Credit. 
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Posting of Model Cash Payments Journal 


Rent Page 1 
ils etd : 
19|— | la | | | 
July | 1 call 200; i | 
| | | | } 
Office Supplies 
| ii 
July |2 Cail 35 | 
Brown Bros. 
| | 
19|— 1 | 
July |3 C3|| 325 | 
Notes Payable 
1s Bees 
July |5 C3|| 150 : 


5 C3]| 710 


Drill Exercise 


Prepare a Cash Payments Journal for the following series of cash payments. 
Then post to the accounts in the ledger which are affected. 


Dec. 1, 19—. Paid cash for December rent, $75. 
2. Bought stationery and stamps for cash, $35.10. 
5. Paid F. J. Whiting cash for invoice of Nov. 6, $175. 
8. Paid my note due to-day favor F. Scott, $225. 


Dec. 10, 
12. 
15. 
18. 
20. 
22: 
24. 
26. 
28. 
31. 
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19—. Paid incidental expenses in cash, $25.45. 

Paid Jennings & Son for invoice of Nov. 10, $145.30. 

Bought coal for store for cash, $175. 

James T. Sloan, the proprietor, drew $100 cash for personal use. 
Bought an office desk for cash, $75. F 

Gave P. Ross a check for invoice of Nov. 23d, $260. 

Bought a new typewriter for cash, $105. 

Paid G. Fox cash for my note due to-day, $315 and interest, $3.15. 
Paid L. Logan & Co. cash for invoice of Nov. 30th, $215. 

Paid salaries for month, $210. 

Mr. Sloan drew $100 cash for personal use. 


Exercises for Practice—Continued 


Exercise 2 


(Use Journal, Sales Journal, Purchase Journal, Cash Debits, Journal and 
Cash Credits Journal.) 


Jan. 16, 


leg 


18. 


20. 


29. 


19—. J. M. Williams has the following assets and liabilities: 
cash, $4185; merchandise, $2900; notes receivable, $2850. 
He owes on notes payable, $2600, and Scott Bros. on account, 
$950. 

Received check from F. G. Whitney for his note, $750 and interest, 
$3.75. 

Paid Scott Bros. for invoice of Jan. 7th, $500. 

Sent Brown & White a check for my note due to-day, $900 and 
interest, $4.50. 

Paid cash for rent, $60; for stationery, $12.50; for freight on goods 
purchased, $19.25; for furniture and fixtures, $450. 

Sold merchandise for cash, $347.50. 

Sold F. G. Dixon, terms 10 days, tea, $75; coffee, $60; sugar, $45. 


. Bought of French & Co. for my 30-day note, tea, $500; coffee, $450. 


Received F. G. Dixon’s check for $75 for his note due to-day. 


. Bought of Scott Bros., terms n/10, sugar, $615; salt, $320. 
. Sold George Allen, terms 10 days, tea, $40; sugar, $125. 


Paid incidental expenses in cash, $37.25. 


. Sold Fred Wright for his 30-day note, tea, $60; sugar, $125. Paid 


my note due to-day, $700 and interest, $7.00. 


. Received F. G. Dixon’s check for note due to-day, $650 and 


interest, $6.50. 


7. Sent French & Co. a check for my note due to-day, $300. 
8. Paid incidental expenses in cash, $45.30. 


Sold F. G. Dixon, terms n/10, salt, $50; tea, $45; sugar, $75. 

Paid Scott Bros. for invoice of Jan. 15th, $200. 

Received A. R. Bentley’s check for his note due to-day, $1200 
and interest, $6. 
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Jan. 30, 19—. Bought for cash an auto truck for delivery purposes, $1750. 
Paid French & Co. cash for my note due to-day, $400. 
31. Paid clerks’ salaries, $125. 
Mr. Williams drew cash, $100, for personal use. 


Post and take trial balance. 


The Cash Book 


Since the Cash Debits Journal records all cash received and 
the Cash Credits Journal records all cash paid out, a journal in 
which these two records are placed side by side will yield another 
valuable piece of information—that is, the balance of cash on 
hand at any time. Such a journal is called the Cash Book. 'The 
left-hand side of the Cash Book will record the cash received, and 
the right-hand side will record the cash paid out. The difference 
between the totals of these two sides will give the cash on hand 
at any time. At the end of the day or week, the Cash Book is bal- 
anced in the same manner as the Cash Account in previous exer- 
cises. The method of doing this is shown in the Model Cash Book 
on pages 154 and 155. 


Model Exercise for Cash Book 
Cash transactions of A. B. Case for the month of May, 19—. 


May 1, 19—. A. B. Case invested cash, $2500. 
2. Paid rent for the month of May, $100. 
3. Bought stationery and supplies for cash, $75. 
5. Sold merchandise to A. Fox for cash, $300. 
8. Bought merchandise of Dunn & Co., for cash, $400. 
9. Received cash from A. Jones for invoice of April 27th, $250. 
12. Paid White Bros. cash for invoice of April 28, $650. 
13. Received check from P. Smith for invoice, April 30th, $650. 
15. Paid cash for office furniture, desk, chairs, etc., $160. 
Paid clerks’ salaries, $175. 
18. Mr. Case drew $100 for private use. 
20. Received I’. Brown’s check for invoice of May 8th, $400. 
23. Sent Dunn & Co. check for invoice of May 15th, $350. 
25. Paid cash for insurance premium, $60. 
26. Received B. Cooper’s check for invoice of May 20th, $325. 
28. Sold F. Becker for cash, merchandise, $125. 
29. Paid Henderson & Co. cash for invoice of May 19th, $325. 
Mr. Case drew cash for personal use, $100. 
31. Paid clerks’ salaries to date, $175. 
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Posting the Cash Book. In posting from “cash received” or 
debit side of the cash book, credit each of the accounts listed in the 
accounts credit column for the amount found in the items column. 
Then debit ‘‘ cash” for the amount found in the total column 
opposite the item ‘‘ Cash, Dr.”’ 

_In posting from the “‘ cash paid ” or credit side of the cash book, 
debit each account listed in the accounts credits column for the 
amount found in the items column. Then credit ‘‘ Cash” for the 
total found in the total column. 

Take a sheet of ledger paper and post the Model Cash Book, 


Drill Exercise 


Aug. 1, 19—. James West invested cash, $3150. 
2. Paid rent for August in cash, $125. 
3. Bought a desk, typewriter, and 2 chairs for cash, $210. 
4. Bought stationery and stamps for cash, $27.50. 
7. Received cash from I. Bryan for invoice of Aug. Ist, $275. 
8. Sundry cash sales netted $75.50. 
10. Paid Bentley & Son cash for invoice of Aug. 3d, $165.75. 
12. Paid cash for freight on goods purchased, $37.15. 
15. Received G. Williams check for invoice of Aug. 8d, $165.75. 
Paid salaries for office help, $75; for store clerks, $125. 
17. Mr. West drew $125, cash, for personal use. 
18. Received P. Cross’s check for invoice of Aug. 5th, $315. 
20. Cash sales of sundry items netted $78.35. 
23. Paid James Wheat cash for invoice of Aug. 10th, $390. 
25. Paid incidental expense items in cash, $35.60. 
27. Received cash of B. Dixon for invoice of Aug. 2d, $270. 
28. Paid cash for electric light bill, $12.75. 
29. James Owen paid cash for his note due to-day, $260. 
30. Bought merchandise for cash, $325.75. 
31. Paid salaries of office help, $75; of store clerks, $125. 
Mr. West drew $100 cash for personal use. 


Exercises for Practice—Continued 
Exercise 3 

Mar. 1, 19—. A. K. Swan, 50 Broadway, New York City, is in the 
wholesale boot and shoe business and has the following assets 
and liabilities: cash, $4725; notes receivable, $2400; mer- 
chandise, $3550; store and office fixtures, $1500; office furni- 
ture, $1800; delivery equipment, $2000; accounts receivable 
(J. T. Scott, $750; P. R. Rose, $825), $1575; fuel, $150; 
stationery and supplies, $65.50; notes payable, $2700; accounts 
Oe ae (Smith & Jones, $1250; Brown & White, $1500), $2750. 
(Continued on page 156) 


Model Cash Book 


154 


Model Cash Book 


155 


10. 


12. 


13. 


14, 
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19—. Paid rent of March, in cash, $450. 

Sold F. N. Blum, Brooklyn, N. Y., terms 10 days, 1 case, 50 
prs. shoes, assorted sizes, @ $4; 1 case, 100 prs. rubbers @ $.80. 

Received J. T. Scott’s check for invoice of Feb. 21st, $400. 


. Paid Smith & Jones for invoice of Feb. 22d, by check, $500. 


Bought Rice Bros., Chicago, Ill., terms 90 days, 200 prs. shoes, 
assorted sizes @ $3.00; 300 prs. rubbers @ $.60. 


. Received J. T. Scott’s check for his note due to-day, $350. 


Sold B. R. Ingalls, Newark, N. Y., terms 30 days, 75 prs. shoes, 
assorted @ $4; 150 prs. rubbers, assorted @ $.90. 


. Paid my note, due to-day, by check, $700. 


Bought of Smith & Jones, terms n/30, 500 prs. rubbers, assorted 
sizes @ $.55. 


. Received P. R. Rose’s check for invoice of Feb. 25th, $425. 


Sold lot of assorted shoes for cash, $375. 


. Paid cash for insurance on goods, $150. 


Paid Brown & White for invoice of Feb. 28th, by check, $500. 

Sold P. R. Rose, Trenton, N. J:, terms n/30, 100 prs. shoes, 
assorted sizes, @ $4.50; 100 prs. rubbers, assorted sizes, $.80. 

Received P. R. Rose’s check for his note and interest due to-day; 
face of note, $400; interest, $6. 

Bought of Brown & White, terms n/30, 500 pairs shoes, assorted 
sizes @ $2.90. 

Paid Brown & White for invoice Feb. 20th, by check, $1000. 

Received check from R. Bentley for his note, due, $600. 
Sold IF. G. Bliss, Princeton, N. Y., 150 prs. shoes, assorted 
sizes @ $4.10. Received his note for $400; balance in cash. 
Received I’. H. Blum’s check for invoice of Mar. Ist. Received 
30-day note from B. R. Ingalls for invoice of Mar. 3d. 
Returned 1 case, 50 prs. of shoes, to Brown & White. 

Paid my note and interest due to-day by check. Face - note, 
$1000. Interest, $15. 

Paid for auto supplies and garage work, $61.50. 


. Paid Smith & Jones, balance due them on Feb. account. 


Received check from J. T. Scott for invoice of Feb. 16th, $300. 
Paid freight bills in cash, $31.25. 
Paid clerks’ salaries to date, $135. 


Post and take trial balance. 


Mar. 16, 


Exercise 4 
19—. Bought of Rice Bros., Chicago, Ill., terms n/10, 200 prs. 
boots, assorted sizes @ $6; 200 prs. shoes Extra Fine, assorted 
sizes @ $5.50. 
Received check from P. R. Rose, on account of invoice of Mar. 
8th, $150. , 
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Mar. 17, 19—. Gave Rice Bros. my 60-day note on account, invoice of 


18. 


20. 


22. 


23. 


25. 


27. 


28. 


31. 


Mar. 16th, $600. 

Sold J. T. Scott, Jersey City, N. J.,n/15, 100 prs. boots, assorted, 
@ $7.50; 100 prs. shoes, Extra Fine, assorted, @ $6.50. 

Received check from P. R. Rose, on account, invoice of Mar. 8th, 
$200. 

Sold P. R. Rose, Trenton, N. J., terms n/30, 100 prs. rubbers, 
assorted, @ $.75; 100 prs. shoes, Extra Fine, assorted, @ $6.50. 

Received J. T. Scott’s check for his note and interest due to-day; 
face of note, $300; interest, $4.50. 

Bought of Smith & Jones, Chicago, IIll., terms n/30, 200 prs. 
shoes, assorted, @ $3; 300 pairs rubbers, assorted, @ $.55. 

Bought stationery and stamps for cash, $35.10. 

Paid incidental expenses in cash, $21.50. 

Sold job lot shoes for $165, cash. 

Sold F. G. Bliss, Princeton, N. J., terms n/10, 100 prs. boots, 
assorted sizes, @ $6; 100 prs. shoes, assorted, @ $4. 

J. F. Scott, returned 1 case, 50 prs. boots purchased Mar. 17th. 

Paid Rice Bros. on account, invoice of Mar. 16th, by check, $400. 

Received check from J. T. Scott, on account, invoice of Mar. 17th, 
$500. | 

Paid electric light bill in cash, $15.10. 

Sold job lot of shoes for cash, $315.75. 

Paid Smith & Jones on account, by check, $500. 

Received check from P. R. Rose, for balance of invoice of Mar. 
8th. 


. Paid Rice Bros. by check, for balance of invoice of Mar. 16th. 


Sold J. T. Scott, Jersey City, N. J., terms n/30, 100 prs. boots, 
assorted, @ $7.50; 100 prs. shoes, Extra Fine, assorted, @ 
$6.50. 

Paid my note and interest due to-day; face, $1000; interest, $15. 

Received check from J. T. Scott for his note due to-day, $300. 

Received check from F. G. Bliss on account, invoice of Mar. 25th, 
$750. 

Paid freight on goods purchased by check, $47.25. 

Paid salaries to date, $135. 

Mr. Swan drew cash for private use, $150. 


Inventories 
Merchandise $3360 
Stores and Office Fixtures 1450 
Office Furniture PS 
Delivery Equipment 1910 
Fuel 50 


Stationery and Supplies 35 


CHAPTER XI 
DISCOUNTS 
Discounts on Sales 


*April 2, 19—. Sold James Wells merchandise, $350, on terms of 
2/10 n/830. 
12, 19—. Received James Wells’ check for invoice of April 2d, 
less the discount. 

* Terms 2/10 n/30, sometimes written 2/10—n/30, means that if the customer 
pays for the invoice within 10 days, he will get a discount of 2%. If he does 
not pay within 10 days, he has 30 days in which to pay the bill. The terms are 
read: 2% off in 10 days net 30 days. 


In the transaction of April 2d, we debit Wells’ account for $350, 
because of the asset increase, and we credit the sales account for a 
corresponding capital increase. However, under the terms of the 
sale, Wells has the option of settling this debt in 10 days by the 
payment of $343. The entry for the sale, therefore, records a con- 
tingent * increase of asset and capital of $7. 


* Contingent means depending on some future happening. If the bill is paid 
before April 12, only $343 need be paid; but if not paid then, $350 must be 
paid. 


In the transaction of April 12th, Wells has accepted the dis- 
count offered and remitted the $343. The asset Cash is increased 
$343, and the asset Accounts Receivable is decreased $350. The con- 
tingent increase of capital recorded in the sales account on April 2d 
has clearly been extinguished, or, in other words, there is now a 
capital decrease of $7. This decrease of capital is recorded in the 
Discount on Sales account. 


James Wells 
a 1 
April 2 2/10-n/30 $350 April 12 $350 
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Cash 


i 
April 12 $348 


Sales 


1 
April 2 $350 


Discount on Sales 


19 
April 12 $7 


Oral and Board Work 


. Sold J. Flint merchandise, $200, terms 2/10-n/30. 

. Received J. Flint’s check for invoice, $200, less 2%. 

Sold F. Wright, terms 2/10-n/30, merchandise, $150. 

. Sold P. Wells merchandise, $250, terms 2/10-n/30. 
Received F. Wright’s check for invoice, $150, less 2%. 

. Received P. Wells’ check for invoice, $250, less 2%. 

Sold A. Briggs merchandise, $300, terms 2/5-1/10-n/30. 
Sold B. Cohen merchandise, $400, terms 3/10-n/60. 

. Received A. Briggs’ check for invoice, $300, less 1%. 

. Received B, Cohen’s check for invoice, $400, less 3%. 


SHMONDRTAPWNHPE 


i 


Discount on Purchases 


April 3, 19—. Bought merchandise of Henry Fox & Co., $625, on terms 
of 3/10-n/60. 
13, 19—. Sent Henry Fox & Co. our check for invoice of April 
3d, less the discount. 


In the transaction of April 3d, there is an asset increase in Mer- 
chandise Purchases of $625, and liability increase in Henry For & 
Co.’s account of $625. Since by the terms of the purchase we have 
the option of settling this debt on the payment of $606.25, if the 
bill is paid before the 10 days are up, the record now shows a con- 
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tingent liability * of $18.75, which is the difference between the 
total liability increase of $625, and the actual liability cf $606.25. 

* Tf the bill is paid before April 13, only $606.25 need be paid; but if not paid 
then, $625 must be paid. The difference of $18.75 is not a real liability until 
after April 13 and will never he if the bill is paid then. Therefore it is a pos- 
sible or contingent liability. 


In the transaction of April 13th, we have accepted the discount 
offered and the accounts now stand: 


Merchandise Purchases 


1G 
April 3 $625 
Henry Fox & Co. 
oa io 
April 13 $625 April 3. 3/10-n/60 $625 


Cash 


Ge 
April 18 $606 . 25 


Discount on Purchases 


I 
April 13 $18.75 


Oral and Board Work 


May 1, 19—. Bought merchandise of J. Brown, on terms 3/10-n/60, 
$540. 

. Sold merchandise to F. Jones, on terms 2/10-n/30, $420. 

. Bought of B. Sims, on terms 3/10-n/60, merchandise, $315. 

. Sold W. Fox, on terms 2/10-n/30, merchandise, $410. 

. Paid J. Brown cash for invoice of May Ist, less 3%. 

. F. Jones paid cash for invoice of May 2d, less discount. 


Nore Fw bd 
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May 13, 19—. Sent B. Sims check for invoice of May 3d, less discount. 
14. Received W. Fox’s check for invoice of May 4th, less 2%. 
15. Bought merchandise of P. Rice, 3/10-n/60, $450. 
18. Sold merchandise to 8. Simons, 2/10-n/30, $250. 
25. Paid P. Rice by check for invoice of May 15th, less 3%. 
28. S. Simons paid cash for invoice of May 18th, less discount. 


Drill Exercise 
(Sales Discount and Purchase Discount) 


Dec. 1, 19—. G. W. Jackson began business with cash, $3000; store 
property, $8000; furniture and fixtures, $1500. 
Bought merchandise of James McDowell, terms 2/10 n/30, $750. 
2. Bought merchandise of Robert Dowling, terms 2/10 n/30, $810. 
Sold merchandise to J. L. Sands, terms 2/10 n/30, $540. 
Sold merchandise to A. G. Frank, terms 2/10 n/30, $725. 
3. Bought merchandise of Peter Jones, terms 2/10 n/30, $575. 
Bought office supplies and stamps for cash, $35. 
4. Sold merchandise to George Wilcox, terms 2/10 n/30, $375. 
Sold merchandise to James Foley, terms 2/10 n/30, $415. 

7. Bought merchandise of Smith & Co., terms 3/10 2/30 n/60, $645. 
8. Sold merchandise to Frank Cummings, terms 2/10 1/30 n/60, 
$450. 

10. Paid James McDowell cash for invoice of Dec. 1st, $750, less 

discount. 
12. Sent Robert Dowling check for invoice Dec. 2d, less discount. 
‘Received J. L. Sand’s check for invoice Dec. 2d, $540, less dis- 
count. 
Received A. G. Frank’s interest-bearing note for invoice of Dec. 
2d, $725, less 2%. 
13. Gave Peter Jones my interest-bearing note for invoice of Dec. 
3d, $575, less discount. 
14. Received cash of George Wilcox for invoice of Dec. 4th, less 2%. 
Received check from James Foley for invoice of Dec. 4th, less 2%. 
17. Paid Smith & Co. for invoice of Dec. 7th, less discount. 
18. Frank Cummings paid for invoice of Dec. 8th, less discount. 


Special Discount Columns in the Cash Book 


Since the cash book, in the simple form we have been using, 
records only the actual cash received or paid out, transactions 
involving discounts require an extra entry to be made in the journal. 
For example, suppose that the cash receipt items in a certain exer- 
cise contained the following items: 
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May 3. Received F. Jones’ check for invoice of April 23, $300, less 2%. 
5. Received P. White’s check for invoice of April 25th, $400, less 2%. 
8. Received G. Smith’s check for invoice of April 28th, $250, less 2%. 


Since, according to the terms of sale, F. Jones cancels his indebted- 
ness by the payment of $294, we receive only that amount and the 
cash book entry would credit him only for the $294. Evidently, 
then, he must be credited for the remaining $6, through the journal. 
The same facts hold true for both P. White and G. Smith. The 
entries in our present form of books would appear as follows: 


Cash Receipts Page 2 
Date |Accts. Credited Explanation jL.F.// Item || Total 
19 | | 
May | 3 | F. Jones Invoice of April 23, less 2%{ 5 || 294 | | 
5 | P. White Invoice of April 25, less 2%| 5 392 | i 
8 | G. Smith Invoice of April 28, less 2%) 5 || 245 | 
Cash, Dr., —— 
| } || 931 
ee oe ee 
Journal 
May 3, 19— Page 1 
Discount on Sales, ! 6 
5 To F. Jones, | 6 
Discount allowed him on invoice of April 
23d, paid to-day. 
5 : 
Discount on Sales, 8 
5 To P. White, 8 


Discount allowed him on invoice of April 
25th, paid to-day. 


8 

Discount on Sales, 5 

To G. Smith, 153 

Discount allowed him on invoice of April 
28th, paid to-day. 


on 
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When posted, these items would show up in their accounts as follows: 


F. Jones Page 5 
ea |) 19— | 
| May | 3 C2 294 
| | : Jl | 6 
| | | 
P. White 
| | Helos 1 
| | May | 5 C24) 1802 
| | | 5 It | 8 
G. Smith 
| | 39— | 
1 | May | 8 CG? 245 
| ce 


ie) 


If a special discount column had been provided in the cash book, these items 
would appear as follows: 


Cash Receipts 


| 
Sundry} Dis. on}} Net 


Date |Accounts Credit Explanation L.F. Creding | Sates i Gach 
19)— | 
May) 3 |F. Jones Invoice of 4/23 less 2% 300 6) |; 294 
5 |P. White Invoice of 4/25 less 2% 400 8} || 392 
8 |G. Smith Invoice of 4/28 less 2% 250 5] || 245 
| 950 19; 931 
Cash, Dr. 931 
Dis. on Sales, Dr. 19 
Sundries, Cr. Y 950 
950} || 950) | 


164 ELEMENTS OF BOOKKEEPING 


In the above form of the cash book we have a complete record 
in the one book. The last column is the Net Cash debit column. 
In this column is entered the exact cash received.- This column 
really replaces the simple cash book. Notice that the total of this 
column coincides with the total cash debit in the first illustration 
in this example. The second column is the Discount on Sales, Dr., 
column, and makes unnecessary any journal entry, for the total of 
this column is equal to the sum of the three debits to Discount on 
Sales, as shown in the second illustration, on page 162. 

The first column is the Sundries Credit column, sometimes called 
the General Column. In this column is entered the total credit to 
which each account shown in the Accounts Credited column is entitled. 
Note that this amount of credit in each case corresponds to the sum 
of the two credits shown under each account in the illustration on 
page 163. Again, we see how some little change in the books 
of original entry saves both time and labor and at the same time 
furnishes us with some additional information not shown in the 
previous work. In this case, the total credit to each account is shown 
in one item in our new cash book and is not shown in either the 
other books of original entry. 

The introduction of the Dzscount on Purchases, Cr., column 
on the credit side of the cash book will operate similarly. Note the 
entries in such a cash book, of the following items. These entries 
are shown at the top of page 165. 


May 4. Paid French & Co. cash for invoice of April 24th, $150, less 3%. 
5. Paid Simmons Bros. cash for invoice of April 25th, $200, less 3%. 


An examination of these entries will show that a complete record 
has been made. The liabilities, French & Co. and Simmons Bros., 
have been decreased $150 and $200 respectively, making a total 
decrease of liability of $350. The asset cash has been decreased 
$339.50, and capital has been increased by means of the temporary 
capital account Discount on Purchases, $10.50. With the simple 
form of cash book two journal entries would have been necessary 
to complete the record. 


Note.—The summary of the cash debits and cash credits is in the form of a 
journal entry. This entry may be made in the regular journal if desired. The 
check mark in the folio column before the amount of Sundries, Dr. and Sundries, 
Cr. indicates that that amount is not to be posted. Why? 
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Cash Paid 
2 : _||Sundry}, Dis. oni} Net 
Date | Accounts Debit Explanation ee Dobie Porch tach 
19|— 
May} 4|French & Co. [Invoice of 4/24 less 3% 150 4|50|| 145/50 
5 Simmons Bros. |Invoice of 4/25 less 3% 200 6 194 
350 1050}; 339/50 
Balance On hand Pes ee ? 
| Seater bee 
Sundries, Dr. V || 350 1 
Discount on 
Purchases, Cr. 1050 
Cash, Cr. 339|50 
350 350 


Posting from the cash book with the special discount columns. 
1. Debit Side. 


a. Credit each amount named in the Accounts Credited column for the 
amount opposite the name of the account ‘in the Sundries Credit column. 

b. Debit the Cash account for the total of the net cash column as 
shown in the summary. 

c. Debit the Discount on Sales account for the total discount on sales 
as shown in the summary. 


Notr. Most bookkeepers use the Discount on Sales and Purchase columns 
to record the Discount on Notes as well. In case there are Discownts on Notes 
recorded in the Discount on Sales column, the Discownt on Notes item must be 
marked in some way and added separately, thus giving two totals for this 
column. The total of the Discount on Notes would then be posted to the debit 
side of that account in the ledger. 


2. Credit Side. 


a. Debit each account named in the Accounts Debited column for the 
amount in the Sundries debit column opposite the name of the account. 

b. Credit the Cash account for the total of the net cash credit column 
as shown in the summary. 
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c. Credit the Discount on Purchases account for the total discount on 
purchases as shown in the summary. 

Then, if this column also has some discount on notes items, credit 
the Discount on Notes account for the total of these items. 


A Model Cash Book with these special columns is shown in connection with 
Exercise below. See pages 168 and 169. 


Exercises for Practice 
Exercise 1 


(Use Journal, Cash Book, Sales Journal, and Purchase Journal. Use special 
discount columns in the Cash Book.) 


Feb. 1, 19—. Horace Nutting is engaged in the wholesale butter, cheese, 
and eggs business at Wallabout Market, Brooklyn, N. Y., with 
the following assets and liabilities: cash, $3725.60; merchandise, 
$4350; furniture and fixtures, $750; delivery equipment, 
$1925. He holds a note dated Jan. 20th at 30 days against 
James Stell for $950. George Wall owes him $890.45. Fred 
Bliss owes him $960.70; and John Williams owes him $725. 
He owes on account to Carr & Son, $650, and Steal Bros., $975. 

Bought for cash, stationery, etc., $49.75. 
Bought of Carr & Son, 230 Franklin St., New York, terms 
3/10 n/30: 500 lbs. butter @ $.48; 500 lbs. cheese @ $.22; 
750 doz. eggs @ $.50. 
Sold for cash, 240 lbs. butter @ $.48; 480 doz: eggs @ $.60. 
2. Sold James Stell, 225 Fulton St., terms 2/5 n/30: 300 lbs. butter 
@ $.48; 250 lbs. cheese @ $.26. 
Received check from George Wall for invoice, $450 less 2%. 
3. Sold George Wall, 500 Broadway, terms 2/5 n/30: 250 lbs. butter 
@ $.48; 360 doz. eggs @ $.60; 250 lbs. cheese @ $.26. 
Sold Fred Bliss, 1270 Broadway, terms 2/10 n/30: 350 Ibs. 
cheese @ $.26; 420 doz. eggs @ $.60. 
4. Received the following checks: Fred Bliss for invoice, $300 less 
2%; John Williams, $375 less 2%; George Wall, $440.45 less 2%. 
Mailed the following checks: Carr & Son for invoice, $650 less 
3%; Steal Bros., $475 less 3%. 
5. Paid freight bills on goods purchased, $112.75. 
Sold John Williams, 950 Fulton St., terms 10 days: 400 lbs. 
butter @ $.48; 540 doz. eggs @ $.60. 
Bought of Carr & Son, 15 Washington St., New York, on account: 
1000 lbs. butter @ $.43; 1000 Ibs. cheese @ $.22. 
Received check from Fred Bliss for invoice, $660.70 less 2%. 
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Feb. 6, 19—. Received check from James Stell for invoice of Feb. 2d, 
less 2%. 

Bought of Steal Bros., 210 Washington St., Watertown, N. Y., 
terms 3/5 n/60: 2000 Ibs. butter @ $.42. 

Bought of N. Finley & Co., 49 State St., Philadelphia, Pa., 
terms 3/5 n/60: 2000 lbs. cheese @ $.21; 1500 doz. eggs @ $.50. 

Paid clerks for week, $80. 

8. Sent Steal Bros. check for invoice, $500, less 3%. 

Received John Williams interest-bearing note for invoice, $350 
less 2%. 

Sold George Wall, 500 Broadway, terms 2/10 n/30: 660 Ibs. 
butter @ $.47; 800 Ibs. cheese @ $.27; 750 doz. eggs @ $.60. 

9. Bought of Carr & Son, 15 Washington St., New York, 3/5 n/60: 
1500 lbs. butter @ $.41; 1200 lbs. cheese @ $.21. 

Sold James Stell, 225 Fulton St., terms 30-day note for $300, 
balance on account: 750 lbs. butter @ $.47; 600 doz. eggs @ 
$.60. 

10. Allowed John Williams claim for $25 for breakage of eggs. 

Returned to Carr & Son the butter purchased on the 9th, as it 
was below standard. 

Received check from George Wall on account, $300. 

Paid Carr & Son by check for invoice of Feb. 1st, less 3%. 


Inventories 
Merchandise $4970 .35 Expense (supplies) $30 
Furniture and Fixtures 725 Unpaid Rent 50 
Delivery Equipment 1850 Unpaid Salaries 65 


Freight Inward, unpaid 29.73 


Cash Book to Accompany Exercise 1, page 166 


168 


Cash Book to Accompany Exercise 1, page 166 


169 
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Exercise 2 


(Use Journal, Sales Journal, Purchase Journal, and Cash Book.) 
Paul Gero 


215 Main St., Jamaica, N. Y. 
Balance Sheet 


INOWaroae le 
Assets Liabilities and Capital 

Cash $ 3,274.65 | Notes Payable $ 1,000 

Merchandise 3,675.50 | Freight Inward, unpaid 27.50 

Delivery Equipment 3,100 Expense 41 

Real Estate 7,500 Accounts Payable 2,797 .50 

Furniture and Fixtures 2,075 T. F. Saunders $1,562.50 

Auto Supplies 30.50 | Geo. White & Co. 1,235.00 

Notes Receivable 200 ——_— 

Accounts Receivable 3,228.79 - 
Seymour Nott $1,258.75 Total Liabilities $3,866 
John Garvin 538.75 
I’klin Hodge 1,250 Paul Gero’s Capital 
G. W. Hines 181.25 Investment $19,000 

—_——_——- Withdrawal 100 
$18,900 
Net Gain 340.40 
Stationery 22 Present Worth $19,240.40 
Total Assets $23,106.40 $23,106.40 
Nov. 8, 19—. Received Seymour Nott’s 30-day note for invoice of 


Oct. 30th, $300. 
John Garvin sent me his check for invoice of Oct. 29, $250. 
Gave George White & Co. check for $700 for invoice of Oct. 30th. 
* G. W. Hines has failed in business. We received his check for 
$100 in full for his balance. 


* The entry Cash to G. W. Hines, $100, will not be a complete record of the 
facts, as there has also been a decrease of capital of $81.25. This makes it neces- 
sary to create a new temporary capital account called Bad Debts. The entry 
Bad Debts to G. W. Hines $81.25 will then complete the record. At the close of 
the period the Bad Debts account will be closed into Profit and Loss. 


Nov. 


leans 


15. 


8, 
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19—. Sold John Garvin, 193 Fulton St., terms $500 cash, 
balance 30-day note: 500 bu. oats @ $.95; 275 bu. wheat @ 
$1.30. Received the check and note. 


9. Bought of George White & Co., 630 State St., N. Y., terms, 


10. 


Ld: 


12. 


$600 cash, balance, 2/5 n/30: 500 bu. wheat @ $.95; 1000 
bu. oats @ $.70. Received the check. 

Bought stationery and office supplies for cash, $26.40. 

Received John Garvin’s check for $288.75 for invoice of Oct. 31st. 

Sold Franklin Hodge, 216 St. Marks Ave., 2/5 n/30: 250 bu. 
buckwheat @ $1.40; 275 bu. corn @ $.95. 

Mailed check to George White & Co. for invoice of Nov. 6th, 
$535 less 2%. 

Rented part of basement to James Flynn for $900 per year and 
received his check for rent for balance of Nov. 

Received check from Seymour Nott for invoice of Oct. 31st, 
$196.25. 

Gave T. F. Saunders my 30-day note for invoice of Oct. 31st, 
$487.50. 

Bought of T. F. Saunders, 210 Washington St., New York, 
terms 2/10 n/60: 200 bbls. flour @ $5; 1000 bu. barley @ 
$.60. 

Sold Seymour Nott, 45 Main St., terms a 30-day note for $300, 
balance, terms 2/10 n/30: 100 bbl. flour @ $6; 500 bu. oats 
@ $.95. Received the note. : 

Bought auto supplies, gas, and oil, for cash, $16.35. 

Donated $50 cash and $75 worth of merchandise to Salvation 
Army. 

Paid T. F. Saunders by check for balance of invoice of Nov. Ist, 
$1075 less 2% on the whole invoice ($2675). 

Received Franklin Hodge’s 30-day interest-bearing note for 
invoice, $760 less 2%. 

Sold John Garvin, 193 Fulton St., terms 2/5 n/30: 500 bu. 
barley @ $.90; 100 bbl. flour @ $6. 

Bought of Philips & Son, 27 Main St., Buffalo, terms 2/10 n/30: 
1000 bu. rye @ $.75; 1000 bu. buckwheat @ $1.10. 


Sold Frank Hannahs, 310 Macon St., terms 10 days: 500 bu. 


buckwheat @ $1.40; 500 bu. corn @ $.95. 


Paid repairs on store, $45; for freight on goods bought, $53.10; 
for repairs on auto, $32.50. 


Received Seymour Nott’s check for invoice of Nov. 5th, $762.50 


less 2%. 
Received Franklin Hodge’s check for invoice of Nov. 9th, less 2%. 
Paid salaries in cash, $45, 
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Inventories 
Merchandise $4,395.60 Real Estate $8000 
Furniture and Fixtures 2,050 Auto Supplies 60 
Delivery Equipment 3,025 Freight Inward, unpaid 18.75 
Stationery 30 Expense (unpaid items) 17.25 


Discount on Notes, Cost 


Discount on notes is another name for interest paid in advance. 
Since it is paid in advance, it really is an asset as it represents an 
unearned value. Since, however, it really is interest and ultimately 
must be added to or subtracted from revenue, nothing is gained by 
treating it in any other way, except as an increase or decrease of 
capital. 


1. June 2,19—. Discounted at the First National Bank, J. L. Borden’s 
60-day note, dated May 3d for $360, and received credit for the proceeds, 
$358.20. 

This will affect our accounts as follows: 


Cash Notes Receivable—Discounted 


19— | | 19 
June 2 $358.20 June 2 $360 


Discount on Notes, Cost 


19=— 
June2 $1.80 


Since we are a party to this note, we are liable for its payment from the 
time when it passed out of our hands until it is paid by J. L. Borden. 

This, therefore, creates a contingent liability, Notes Receivable— Dis- 
counted, which will disappear if J. L. Borden pays the note on July 2d. 
We will then make the entry Notes Receivable Discounted to Notes Receivable. 


Notes Receivable— Discounted Notes Receivable 


19— ie it 
July 2 $360 June 2 $360 July 2 $360 
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2. June 3, 19—. J. L. Jerome prepaid his 30-day note of May 22d, 
for $700, less the discount for the unexpired time. Discount, $2.10. As 
a result of this transaction, our accounts would show this entry: 


Cash Notes Receivable 
19— 19— 
June 3 $697.90 July 3 $700 


Discount on Notes, Cost 


19— 
June3 $2.10 


Since Jerome has paid the note, no liability is created and the asset, 
Notes Receivable, may be credited direct, as it has been decreased. 

3. June 5, 19—. Discounted our own 60-day note for $1500, at the 
First National Bank and received credit for the proceeds, $1485. 

This will affect our accounts, as follows: 


Cash Notes Payable 
Ie 1 
June 5 $1485 June 5 $1500 


Discount on Notes, Cost 


19— 
June 5 $15 


Oral Work 


June 6, 19—. Discounted at the First National Bank, J. Olney’s 30- 
day note of May 25th, for $300, and received credit for the 
proceeds, $299.10. 

7. F. Babcock prepaid his 60-day note of May 20th, for $500, less 
the discount of $3.50, for the unexpired time. 

8. Discounted at the First National Bank, P. Oatman’s 30-day 
note of June 2d, for $450, and received credit for the proceeds, 
$448 . 20. 
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June 9,19—. B.D. Lord sent us his check in prepayment of his 2 
months’ note of May 9th, for $550, less the discount for the 
unexpired time. Face of check, $547.25. 

10. Discounted our 60-day note for $2000, and had the proceeds 
placed to our credit at the First National Bank, $1980. 


Discount on Notes, Earned 


June 10, 19—. Prepaid our 60-day note of May Ist, favor Smith, 
Jones & Co., by check on the First National Bank. Face of note, $1200. 
Cash Notes Payable 


19— 19— 
June 10 $1194 June 10 $1200 


Discount on Notes, Earned 


19— 
June 10 $6 


Discounting an Interest-bearing Note 


1. Dec. 3, 19—. Discounted Stagg Bros. 2 months’ note of Nov. 3d 
for $600, with interest at 6% at the First National Bank and received 
credit for the proceeds. 

Since the interest on $600 for 2 months is $6, and the discount on $606 
from Dec. 3d to Jan. 3d is $3.03, the interest earned is in excess of the 
discount cost by $2.97, and the following entry is recommended as satis- 
fying all requirements: 


Cash Notes Receivable—Discounted 
19— reheees (16 
Dec. 3 $602.97 Dec. 3 $600 


Interest Earned 


19— 
Dec. 3 $2.97 
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2. Dec. 5, 19—. Prepaid our 90-day note of Nev. 5th in favor of 
Smith & Co., for $800, with interest at 6%. 

Since the interest on $800 for 90 days is $12, and the discount on $812 
from Dec. 5th to Feb. 3d is $8.12, the interest cost is in excess of the 
discount earned by $3.88, and the following entry is recommended. 


Cash Notes Payable 


i= I= 
Dec. 5 $803.88 Dec. 5 $800 


Interest Cost 


19— 
Dec. 5 $3.88 


Oral Work 


Dec. 1, 19—. Discounted J. F. Sawyer’s 2 months’ note of Nov. 16th 
for $1500, with interest at 6% at the First National Bank and 
received cash for the proceeds. Interest, $15. Discount, 
$11.36. Proceeds, $1503.64. 

2. Prepaid my 30-day note of Nov. 20th in favor ‘of Scott Bros. for 
$400, with interest at 6%. Interest, $2. Discount, $1.21. 
Payment, $400.79. 

3. P. T. Reed prepaid his 60-day note of Nov. 3d for $900, with 
interest at 6%. We allowed him discount for the unexpired 
time. Interest, $9. Discount, $4.55. He paid us $904.45. 

4. Prepaid our 60-day interest-bearing note of Novy. 19th in favor 
of the Citizens Trust Co., for $1600. Interest, $16. Discount, 
$12.12. We paid $1603.88. 


Drill Exercise 1 


April 3. Received from James Marvin, $30, interest due on his note. 

5. Paid James Sanborn, $45, interest due on my note. 

6. Received Frank Norman’s check for $353.50, payment of his 
2 months’ note for $350 with 6% interest due to-day. 

8. Paid the Citizens Trust Co., $112.50, interest due on a mort- 
gage held by them. 

9, Discounted at the City National Bank Herbert Wick’s 90- 
day note for $450 dated April 2d and received credit for the 
proceeds. 
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April 


Jan. 


12, 
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19--. Received $643.20 from George Selden in payment of an 
overdue balance of his account of $640 with interest added. 


. Paid my 60-day note and interest due to-day, face $810, 


interest, $8.10. 


. Received Paul Jenner’s check for $312.50 in payment of his 


demand note for $307.25 and interest to date. 


. Received credit at the bank for interest on daily balance, 


$12.37. 


. Discounted my 60-day note at the City National Bank and 


received credit for proceeds, face $1500, discount, $15. 
Prepaid my 30-day note of April 11th, in favor of Jones Mfg. 
Co. for $660, with interest at 6%. 


. Received IF’. L. Breen’s check for $31.25 in payment of interest 


on his note. 


Drill Exercise 2 


. Mailed the Octagon Co. a check in payment of my 90-day 


interest-bearing note for $375, due to-day. 


. Received Henry Frick’s check in payment of his 2 months’ 


note due to-day, with interest at 6%. Face of note, $745. 


. James Frances prepaid his 60-day note for $710 dated Dec. 


17th, less the discount for the unexpired time. 


. Discounted at First National Bank G. W. Owen’s 2 months’ 


interest-bearing note for $850 dated Dec. 12th and received 
cash for the proceeds. 


. Gave Groff & Son my check in payment of my overdue account 


for $615 with 54 days’ interest at 6% added. 


. Received F. L. Green’s check for $41.25 in payment of interest 


on his note. 


. Received Richard Roe’s check for $492.03 in prepayment of 


his note for $495. 


. Received notice from the bank that John Doe’s 60-day 


interest-bearing note for $875 left for collection has been 
collected and credited to my account. 


. Paid 60 days’ interest due to-day on my note favor R. L. 


Fink for $1200. 


. Gave M. H. Vale my check for $477.44 in payment of my 


note for $480, less the discount for the unexpired time. 


. Received Henry Emmon’s check in payment of his 3 months’ 


interest-bearing note for $1275 due to-day. 


. Discounted James Cooper’s 90-day interest-bearing note for 


$1500 dated Nov. 21st, and received cash for the proceeds. 


. Received John Franklin’s check for $427.30, of which $27.30 


is for interest on his note and the balance is to apply on his 
account. 
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Jan. 30, 19—. Prepaid my 4 months’ interest-bearing note for $650 
dated Nov. 20th less the discount for the unexpired time. 
31. Interest accrued to date on the notes receivable in our files 
is $41.86 and the interest accrued to date on our notes 
outstanding is $63.25. 


Interest Accrued 


I. June 1, 19—. Bought of Olney Bros., terms n/10, merchandise, $600. 
11. Gave Olney Bros. a 60-day interest-bearing note for invoice 
of June Ist, $600. 

Required to find the amount due on this liability when the books are 
closed June 30th. On its face we will owe for this note $600 on June 30th, 
but actually this hability has increased daily 10 cents since June Ist. 
That is, the interest on $600 at 6% is 10 cents a day. This interest is not 
to be paid until the note is due, when the whole interest of $6 will be paid, 
but, nevertheless, on June 30th we actually owe for 19 days’ interest or 
$1.90, which amount must be taken into consideration in making the 
Profit and Loss statement and the balance sheet. Therefore, when closing 
the books on June 30th, the entry Interest Cost to Interest Payable, $1.90, 
must be made. Such interest is called accrued interest on Notes Payable 
and some bookkeepers prefer to use this for the new account instead of 
Interest Payable. Thus Interest Payable becomes a liability. 


Drill Exercise 3 


Make proper entries for the following accrued interest: 


1. On December 31, 19—, we find that there is accrued interest on 
several notes payable amounting to $34.17. 

2. On June 30, 19—, J. T. Wood finds that he has the following notes 
outstanding, all interest-bearing: 


a. Favor J. Stone, dated May 20th, for 60 days, $900. 
b. Favor P. Kline, dated May 25th, for 90 days, $1200. 
c. Favor R. Cohen, dated June 2d, for 60 days, $750. 


3. On December 31, 19—, B. D. Sloane finds that he has outstanding 
the following interest-bearing notes: 


a. A 60-day note favor P. Roach for $600 dated Nov. 30th. 
b. A 90-day note favor Smith Bros. for $800 dated Dee. Ist. 
c. A 30-day note favor White & Co. for $450 dated Dec. 16th. 


4. On June 30, 19—, Charles B. Smart finds that there is accrued in- 
terest on several notes payable amounting to $41.50. 

5. On December 31, 19—, A. R. Jones finds that there is accrued 
interest on several notes payable amounting to $27.15. 
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6. On June 30, 19—. B.D. Wiley finds that there is accrued interest 
on several notes payable amounting to $19.60. 


II. June 2. Sold F. J. Garvin, merchandise, terms n/10, $300. 
12. Received F. J. Garvin’s 30-day interest-bearing note for 
invoice of June 2d. 


Required to find the value of this asset when the books are closed June 
30. As in Case I, the face of this note does not represent the true value of 
this note on June 30th. The value of this asset has increased 5 cents daily 
since June 2d. That is, the interest on $300 at 6% is 5 cents per day. 
While this interest is not to be paid until the note is due, when the whole 
interest of $1.50 will be paid in addition to the note, yet on June 30th there 
is owed to us on account of this note $.90, which must be taken into con- 
sideration when the statements are made. Therefore, when closing the 
books, the entry Interest Receivable to Interest Earned $.90 must be made. 
Such interest is called accrued interest on Notes Receivable and some 
bookkcepers use this title instead of Interest Receivable. Thus Interest 
Receivable becomes an asset. 


Drill Exercise 4 
Give the entries for the following accrued interest: 


1. On June 30, 19—, we find that there is accrued interest on several 
notes receivable amounting to $54.68. 

2. On Dec. 31, 19—, B. D. Sloane finds there is accrued interest on 
several notes receivable amounting to $35.16. 

3. On June 30, 19—, J. T. Wood finds there is accrued interest on 
several notes receivable amounting to $43.20. 

4, On Dec. 31, 19—, A. R. Jones finds that he has on hand the following 
interest-bearing notes: 


a. A. White’s 90-day note for $750, dated Nov. 16th. 
b. J. Fox’s 90-day note for $450, dated Dec. Ist. 
c. P. Sim’s 30-day note for $150, dated Dec. 7th. 


Exercises for Practice—Continued 


Exercise 3 


Mar. 16, 19—. R. F. Ripley, Rome, N. Y., has the following assets 
and liabilities: cash, $4535; notes receivable, $2750; mer- 
chandise stock, $4640; accounts receivable (Henry Gray, $760; 
Fred Marsh, $1410), $2170; office supplies, $125; store equip- 
ment, $1250; notes payable, $2500; accounts payable (George 
Hale, $1910; Fred Hart, $960), $2870. 


Mar. 17, 


18. 


19. 


20. 


Pal 


23. 


24, 


25. 


26. 


27. 


28. 


30. 
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19—. Discounted Henry Gray’s 60-day note for $450 dated ~ 


Mar. 2d, and received the cash for the proceeds. 

Prepaid our 2 months’ note for $550, dated Mar. 5th, less the 
discount for the unexpired time. 

Sold George Watkins, Glens Falls, N. Y., 2/5 n/30: 6 tires 
32 X4 @ $31.50; 2 bumpers @ $13.50. 

Received Fred Marsh’s check for invoice of Mar. 9th, $425, 
less 2%. 

Bought of the City Rubber Co., New York City, 3/10 n/30: 
100 tires, 30 X33 @ $11.25; 50 tires, 32 x4 @ $25.50. 

Discounted Fred Marsh’s 60-day note of Mar. Ist, for $350 at 
the bank and received credit for proceeds. 

Prepaid our 30-day note for $750 dated Mar. 5th, less the dis- 
count for the unexpired time. 

Sold Henry Gray, Ilion, N. Y., 2/10 n/30: 4 shock absorbers 
@ $37.50; 4 tires 36 X4 @ $53.25. 

Discounted George Watkin’s 30-day note for $850, dated Mar. 
10th, and received credit at the bank for the proceeds. 

Paid George Hale by check for invoice, $625, less 3%. 

Received Henry Gray’s check for invoice, $375, less 2%. 

Received Fred Marsh’s check for invoice, $415, less 2%. 

Paid Fred Hart by check for invoice, $550, less 3%. 

Bought of T. P. Slater, Albany, N. Y., 3/10 n/30: 40 tires 
36 X4 @ $40; 50 tubes 36 x4 @ $4.10. 

Paid George Hale by check for invoice, $540, less 3%. 

Sold Fred Marsh, Herkimer, N. Y., 2/10 n/30: 4 tires 37 x5 @ 
$58; 4 tires 36 X5 @ $54.50. 

Discounted B. Lawrence’s 60-day note for $625, dated Mar. 5th, 
and received credit at the bank for the proceeds. 

Paid cash for freight on purchases, $46.15. 

Prepaid our 90-day note of Mar. 2d for $725, less the discount 
for the unexpired time. 

Paid cash for advertising, $160. 

Paid cash for insurance premium, $125. | 

Received Fred Marsh’s check for invoice of Mar. 15th, $375. 

Paid George Hale cash for invoice, $745, less 3%. 

Paid Fred Hart cash for invoice, $410, less 3%. 

Paid cash for March rent, $150. 

Received George Watkins’ check for invoice of Mar. 18th, 
less 2%. 

Received Fred Marsh’s check for invoice, $195, less 2%. 

Received Henry Gray’s check for invoice, $385, less 2%. 

Paid the City Rubber Co., for invoice of Mar. 19th, less 3%. 

Received Henry Gray’s check for invoice of Mar. 20th, less 


2%. 
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Mar. 31, 19—. Sold Henry Gray, Ilion, N. Y., 2/10 n/30: 1 Cadillac 
radiator @ $65; 1 carburetor @ $55. 
Paid clerks’ salaries in cash, $160. 
Mr. Ripley drew cash for personal use, $100. 


Inventories 
Merchandise $7850 Office Supplies $100 
Store Equipment 1225 Insurance prepaid 124 
Advertising 100 


The Invoice 


An invoice is an itemized statement of goods bought or sold, 
issued at the time the sale or purchase is made. It may be given to 
the person buying at the time of sale or may be sent to him through 
the mail. Two or more copies of the invoices should be carefully 
filed. The invoice should contain the name and address of both 
buyer and seller, the date of sale, the terms of sale, and, if the goods 
are to be shipped, the method and route of shipment. 

A simple form of invoice is shown herewith. It is advisable for the 
student to make invoices from time to time in the different exercises. 

Brooklyn, N. Y., Feb. 3, 19—. 
George Wall, 
500 Broadway, City. 
Bought of Horace Nutting, 


Terms: 2/5 n/30 la Wallabout Market. 


l ) 


250 Ibs. Butter @ 30.48 | 120 
360 doz. Eggs @ 0.60 216 I 
250 Ibs. Cheese @ 0.26 65 | 401 


Monthly Statements 


It is the custom of many firms to send to each of its customers 
on the first of each month a statement of the condition of his account 
at the close of the previous month. As an invoice was sent out with 
each sale, the different charges are not itemized in the statement. 
The student is advised to make several of these statements while 
working the exercises in this book. A simple form of statement 
follows: 
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Statement 
Buffalo, N. Y., Mar. 1, 19— 
James T. Mahoney, 


45 Market Street, City. 
In Account With A. C. Ross & Co., 
425 West Main Street. 


Feb. 


Feb. 


10 
aly 
21 
27 


22 
28 


To Mdse. 39 | 75 
41 | 30 
132 | 60 
71 | 48 285 | 08 
Credit 
By check 100 
By 30-day note 150 250 


Balance 35 | 08 


CHAPTER XII 


PRACTICE SETS 


Exercise 1 
A. R. Gould 
Balance Sheet 
July 1, 19— 
Assets Liabilities and Capital 
Cash $3,500 Notes Payable $1,000 
Accounts Receivable: 1,035 Note at 30 days dated 
James Royce $350 June 15th, favor First 
William Cleary 275 National Bank. 
Jerome Seaman 410 Aecounts Payable 1,940 
Joyce & Co. $1215 
Furniture and Fixtures 1,500 Jennings & Son 725 
Delivery Equipment 1,700 
Expense (stationery, etc.) 27.50 Total Liabilities $2,940 
Merchandise 1,325 A. R. Gould, Capital 6,147.50 
$9,087 . 50 $9,087.50 


July 1. Paid rent for July, $140 in cash. 

Bought of City Fruit Co., Washington St., N. Y., terms n/20: 
50 boxes oranges @ $4.75; 45 boxes lemons @ $4.25; 75 
bunches bananas @ $1.75; 12 boxes (24 doz.) pineapples @ 
$1.35 per doz. 

2. Received from James Royce for invoice of June 2d, his 30-day 
note for $300. 

Received from William Cleary his check for $150 for invoice of 
June 2d. 

Gave Joyce & Co. our check for balance due. 

Gave Jennings & Son our check for $725 to balance account. 

3. Sold to James Royce, 25 State St., city, 2/10 n/30: 12 boxes 
oranges @ $5.45; 8 boxes lemons @ $4.95; 15 bunches bananas 
@ $2.40; 10 doz. pineapples @ $1.55. 
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July 3. Bought auto supplies for cash, $17.50. 


5. 


Fruit to the value of $25 had to be thrown away, as it was spoiled. 

Sold James Regan, city, for cash: 154 melons @ $.65. 

Sold William Cleary, 115 Main St., terms 2/10 n/30: 25 boxes 
oranges @ $5.45; 15 boxes lemons @ $4.95; 250 melons @ 
$.63; 12 doz. pineapples @ $1.55. 

Sold Jerome Seaman, 92 State St., terms 2/10 n/30: 35 boxes 
oranges @ $5.45; 300 melons @ $.63. 

James Royce returned the pineapples sold him on the 3d as they 
were not suitable for his trade. 

Bought of Joyce & Co., Wallabout Market, Brooklyn, N. Y., 
terms 3/10 n/60: 1000 melons @ $.45; 150 bbl. sweet potatoes, 
@ $4. 


. Received the following checks for balance due July 1st: William 


Cleary, $125; Jerome Seaman, $410. 

Cash sales of fruit from the stand, $125.75. 

A. R. Gould sent home for private use, fruit to the value of $35. 
He also drew $50 cash for private use. 

Paid cash for clerk’s salary, $60; for incidental expenses, $17.25. 


Post and take trial balance. 


July 8, 


10. 


Hale 


12. 


Exercise 2 


(Continuing Exercise 1) 


19—. Sold Jerome Seaman, 92 State St., terms 2/10 n/30: 
50 boxes oranges @ $5.45; 25 boxes lemons @ $4.95. 

Sold James Royce, 25 State St., terms, 2/10 n/30: 200 melons 
@ $.63; 25 doz. pineapples @ $1.55. 


. Bought a safe for cash, $750. 


Bought of Jennings & Son, Atlanta, Ga., for 30-day note for $500, 
balance, n/10: 150 boxes grapefruit @ $6. 

Sent Jennings & Son our 30-day note on account to-day’s invoice, 
$500. 

Sold W. L. Blair, 90 Court St., for his 30-day note: 50 boxes 
oranges @ $5.50; 50 boxes grapefruit @ $6.75. 

Sold A. C. Clark, 40 Fulton St., 2/10 n/30: 300 melons @ $.63; 
50 boxes grapefruit @ $6.75. 

Discounted James Royce’s note of July 2d at the bank, and 
received credit for the proceeds. 

Sold W. L. Blair, 90 Court St., terms 10 days: 250 melons @ 
$.63; 50 bbl. sweet potatoes @ $5.25. 

Sold William Cleary, 115 Main St., terms } cash, balance n/10: 
50 bbl. sweet potatoes @ $5.25. Received the check. 

Received from James Royce his interest-bearing 20-day note 
for balance of invoice of 3d, $141, less 2%. 
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July 18, 19—. Received William Cleary’s check for invoice of July 5th, 


less 2%. 


Sent Joyce & Co. check for invoice of July 5th, less 3%. 
Received Jerome Seaman’s check for invoice of July 5th, less 2%. 
Mailed the First National Bank our check for our note of June 


15th, $1000. 
Paid clerks’ salaries, $60. 


Inventories 
July 13, 19— 
Merchandise $1,295 Rent $75 
Delivery Equipment 1,650 Furniture and Fixtures 2,200 
Auto Supplies 10 


Post and take trial balance. Close ledger and make Financial Statements. 


Exercise 3 


(Continuing Exercise 2) 


A. R. Gould 


Balance Sheet 


July 15, 19— 


Assets 
Cash b aS toietsy74 
Notes Receivable 750.68 
Accounts Receivable 1,688.75 


James Royce $214.75 
William Cleary 131.25 
Jerome Seaman 396.25 
W. L. Blair 420 

A. C. Clark 526.50 


Furniture and Fixtures 2,200 
Delivery Equipment 1,650 


Rent prepaid 75 

Merchandise Stock 1,295 

Auto Supplies 10 
$8,208 .25 


Liabilities and Capital 


Notes Payable $ 500 
Accounts Payable 992.40 
Jennings & Son $400 
City Fruit Co. 592.40 


$1,492.40 


Capital: 
Investment $6,147.50 
A. R. Gould 
withdrawal 85 
$6,062.50 
Net Gain 653.35 
Net Capital 6,715.85 


$8,208 . 25 


July 18. 


16. 


17. 


18. 


iS) 


20. 
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Bought of Jennings & Son, Atlanta, Ga., 3/10 n/60: 100 bbl. 
sweet potatoes @ $4.10; 125 boxes grapefruit @ $6. 

Sold James Blynn for cash: 75 bbl. sweet potatoes @ $5.30. 

Bought of Joyce & Co., Wallabout Market, Brooklyn, N. Y., 
terms 3 cash, balance 3/10 n/60: 100 boxes lemons @ $4.10; 
150 doz. pineapples @ $1.25; 50 boxes oranges @ $4.50. Re- 
ceived the check. 

Sold William Cleary, 115 Main St., for his 15-day note: 25 boxes 
oranges @ $5; 25 boxes lemons @ $4.60. 

Discounted W. L. Blair’s note of July 10th at First National 
Bank and received credit for the proceeds. 

Bought two automobile tires to carry as extras @ $31.25, cash. 

Bought of City Fruit Co. Washington St., New York, for 4 
cash, balance 20-day note: 50 boxes oranges @ $4.40; 50 
boxes lemons @ $4; 100 bunches bananas @ $1.60. 

Sold James Blynn, 198 State St., 2/10 n/30: 25 bunches 
bananas @ $2; 25 boxes grapefruit @ $7.50. 

Gave the City Fruit Co. check for invoice of July 1st. 

Bought stationery and stamps for cash, $31.25. 

Bought of Joyce & Co., Wallabout Market, Brooklyn, terms 
n/10: 100 bbl. sweet potatoes @ $4.00; 200 doz. pineapples 
@ $1.25. 

Paid Jennings & Son cash for balance of invoice of July 9, $400. 

Paid clerks’ salaries in cash, $60. 

Paid freight on goods purchased, cash, $35.75. 

Bought of City Fruit Co., Washington St., New York, terms 
10 days: 200 bbl. sweet potatoes @ $4. 

Received the following checks in this morning’s mail: 

James Royce for invoice of July 8th, less 2%. 
Jerome Seaman for invoice of July 8th, less 2%. 
A. C. Clark for invoice of July 10th, less 2%. 


Post and check (do not take trial balance). 


July 22. 


23. 


Exercise 4 
(Continuing Exercise 3) 


Sold James Royce, 25 State St., terms n/10: 150 bbl. sweet 
potatoes @ $5.30; 100 doz. pineapples @ $1.60. 

Sold James Blynn, 198 State St., terms, 10 days: 50 boxes 
oranges @ $5.10; 25 boxes lemons @ $4.60. 

Received cash from James Royce to balance Account due July 
Ist, $50. 

Bought of Joyce & Co., Wallabout Market, Brooklyn, N. Y., 
terms: 3/10 n/30: 300 boxes oranges @ $4.40. 
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July 23. 


24. 


25. 


26. 


27. 
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Discounted the firm’s 60-day note for $2000 at the bank and 
received credit for the proceeds. 

Received Wm. Cleary’s check for $131.25 for balance of invoice 
of July 12. 

Paid freight on goods purchased, $67.25. 

Bought stationery and stamps for cash, $25.10. 

James Blynn returned 10 boxes oranges sold him on the 22d as 
they were below standard. 

Gave Joyce & Co. my 20-day interest-bearing note for balance of 
invoice of July 16th, $411.25 less 3%. 

Received check from James Royce on account of invoice of 
July 22d, $500. 

Sold Jerome Seaman, 92 State St., terms n/10: 100 boxes 
oranges @ $5; 100 bbl. sweet potatoes @ $5.25. 

Received check from James Blynn on account of invoice of July 
22d, $200. 

Received check from W. L. Blair on account of invoice of July 
11th, $250. 

Paid Jennings & Son cash for invoice $1160 less 3%. 

Received check of James Blynn for invoice of July 18th less 2%. 

Received cash for refund on freight paid the 24th inst., $4. 

Paid clerks’ salaries, $60; Mr. Gould drew $50 for private use. 

Bought of Jennings & Son; terms 10 days: 250 boxes oranges @ 
$4.30; 200 bbl. sweet potatoes @ $4. 


Post and take trial balance 


July 29, 


Exercise 5 
(Continuing Exercise 4) 


19—. Received from James Royce his 15-day note on account 
of invoice of July 22d, $205. 

Paid Joyce & Co. cash on account of invoice of July 19th, $300. 

Paid City Fruit Co. cash on account of invoice of July 20th, $400. 

Received check from James Royce for balance of invoice of July 
22d, $250. 

Received check from Jerome Seaman on account of invoice of 
July 26th, $400. , 
Bought of Jennings & Son, terms 3/5 1/30 n/60: 100 boxes 

lemons @ $4.10; 100 bbl. sweet potatoes @ $4. 
Sold William Cleary, terms 2/5 n/30: 100 doz. pineapples @ 
$1.40; 150 boxes grapefruit @ $6.50. 


. Found a $20 counterfeit bill in the cash drawer and do not know 


where it came from. : 
Bought automobile supplies for cash, $45.20. 


PRACTICE SETS 187 


July 30, 19—. Prepaid our 30-day note dated July 9th, $500 less discount 


ol. 


for unexpired time, 9 days. 

Received check from W. L Blair to balance invoice of July 
11th, $170. 

Gave City Fruit Co. 15-day note on account of invoice of July 
20th, $150. 

Sold W. L. Blair, -terms, 2/5 n/30: 100 bbl. sweet potatoes @ 
$5.25; 300 melons @ $.61. 

Bought of City Fruit Co., terms 10 days: 100 boxes grapefruit 
@ $5.50; 100 boxes lemons @ $4.10. 

Paid Joyce & Co. cash for balance of invoice of July, 9th. 

Paid City Fruit Co. cash $250, for balance of invoice of July 20th. 

Received check from William Cleary for his note due to-day, $240. 

Sent Jennings & Son check on account of invoice of July 27th, 
$750. 


Inventories 
Auto Supplies $ 90 Delivery Equipment $1600 
Merchandise 6280 Stationery 35 
Furniture and Fixtures 2150 

Exercise 6 


(Continuing Exercise 5) 


A. R. Gould 
Balance Sheet 
dibbi7 Sih. 1G 
Cash $1,194.96 Notes Payable $2,838.91 
Merchandise 6,280 Accounts Payable 4,215 
Furniture and Fixtures 2,150 City Fruit Co. $960 
Delivery Equipment 1,600 Joyce & Co. 1320 
Accounts Receivable 2,567 Jennings &Son 19385 
JeromeSeaman $625 —__—_—_. 
W. L. Blair 708 $7,053.91 
James Blynn 119 Capital: 
William Cleary 1115 A. R. Gould 
Investment $6715.85 
Withdrawal 50.00 
$6665. 85 
Auto Supplies 90 Net Gain 540.38 
Stationery 35 —_——— 
Notes Receivable 343.18 $ 7,206 .23 


$14,260.14 $14,260.14 
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Aug. 
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1, 19—. Received James Royce’s check for his note due to-day 


10. 


and interest; face $138.18. 

Received ian Blynn’s check for balance due on invoice of 
July 22d, $119. 

Sold James Royce, 198 State St., for 4 cash, balance 15-day 
note: 150 boxes oranges @ $5. 

Paid rent for August by check, $140. 


. Received Jerome Seaman’s check on account of invoice of July 


26th, $400. 

Received of W. L. Blair his 30-day interest-bearing note on ac- 
count of invoice of July 30th, $500. 

Transferred W. L. Blair’s note just received to the City Fruit 
Co. to apply on account, $500. 

Sold James Blynn, 198 State St., terms n/15: 50 boxes grape- 
fruit @ $6; 50 boxes oranges @ $5. 


. Received check from William Cleary for invoice of July 29th, 


$1115 less 2%. 

Sent Joyce & Co. check for invoice of July 23d, $1320 less 8%. 

Gave Jennings & Son our 30-day interest-bearing note for invoice 
of July 29th, $810 less 8% 

Sold William Cleary, 115 Main St., terms 2/10 n/30: 200 melons 
@ $.61; 150 doz. pineapples @ $1.60. 

Paid salaries, $60. Mr. Gould drew $50 for private use. 


. Received W. L. Blair’s check for balance of invoice of July 30th, 


$208 less 2% on whole invoice. 

Bought of Joyce & Co., Wallabout Market, Brooklyn, N. Y., 
terms 3/10 n/30: 300 boxes oranges @ $4.25; 500 melons @ 
$.45. 

Fruit to the value of $35 has spoiled and has been thrown away. 


. Paid my note due to-day, $290. 


Paid the following in cash: Telephone bill, $6.30; electric light 
bill for July $7.35; miscellaneous expense, $12.35; freight 
bills on goods purchased, $39.71. 

Mr. Gould received a check for $725, from the settlement of an 
estate of a deceased relative. He transfers this check to 
Jennings & Son on account of invoice of July 27th. 


. Received Jerome Seaman’s check for balance due on invoice of 


July 26th, $225. 


mDolda\ vanes lain: 90 Court St., terms n/5: 50 boxes lemons @ 


$4.50; 50 bbl. sweet pote: @ $5.25. 

Bought of Jennings & Son, terms 10 days: 200 bbl. sweet pota- 
toes @ $4.50; 200 boxes lemons @ $4. 

Paid salaries in cash, $60; Mr. Gould drew $100 for private use. 


Post and take trial balance 
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Exercise 7 


(Continuing Exercise 6) 


Aug. 12, 19—. Gave the City Fruit Co. a 30-day note for balance of 
invoice of July 31st. 

Paid Jennings & Son by check for balance of invoice of July 27th, 
$400. 

Bought of City Fruit Co., terms 3/5 n/30: 100 doz. pineapples 
@ $1.20; 100 baskets grapes, @ $.85. 

13. Received W. L. Blair’s check for invoice of Aug. 8. 

James Blynn sent us his 30-day note on account, $300. 

William Cleary settled by check for invoice of August 3d, $362 
less 2%. 

Received from James Royce his check in payment of his note due 
to-day, $205. 

14, Sold Jerome Seaman, terms 10 days: 100 boxes oranges @ $5.05; 
200 boxes lemons @ $4.50. 
Paid my note and interest due to-day; face, $398.91. 
Sent City Fruit Co. a check for my note due to-day, $150. 
15. Bought office supplies for cash, $13.71. 

Paid Joyce & Co. for invoice by check, $1,500 less 3%. 

Paid freight on goods purchased, $27.30. 

Bought of City Fruit Co., terms n/10: 500 baskets grapes @ $.85. 

16. Sold W. L. Blair, terms 2/5 n/30: 200 bbls. sweet potatoes @ 
$5.25; 200 baskets grapes @ $1.10; 200 melons @ $.61. 

James Royce paid his note due to-day, $375. 

Received check from James Blynn for balance of invoice of 
August 2, $250. 

17. Sold James Blynn for his 30-day note: 200 baskets grapes @ 
$1.10; 150 bbls. sweet potatoes @ $5.25. 

Sold William Cleary, terms 4 cash, balance terms n/30: 100 
baskets grapes @ $1.10; 100 boxes grapefruit @ $6; 100 
boxes oranges @ $5. Received the check. 

Paid City Fruit Co. for invoice, $205 less 3%. 

Mr. Gould makes an additional investment of $2,000 cash. 

Paid salaries, $60. 

Mr. Gould has decided to take in a partner, so he orders the 
books closed to-night and asks that a set of statements be 
made to show the condition of the business. No allowance is 
to be made for accrued interest. 

Inventories 
Stationery $27 .50 Furniture and Fixtures $2,100 
Auto Supplies 70 Merchandise 4,375 


Delivery Equipment 1,525 Rent 60 


CHAPTER XIII 
NEGOTIABLE INSTRUMENTS 


When a man or firm owes another man or firm, he may pay him 
in any one of several ways. He may pay him in cash or he may use 
one of the so-called negotiable instruments. In order to be nego- 
tiable, the instrument must conform to the United States Negotiable 
Instrument Law; that is, it must have all of the following requisites: 


1. It must be in writing and signed by the maker or drawer. 

2. It must be made payable to bearer or order. 

3. It must contain an unqualified promise to pay the amount of 
money specified. 


4. The time of payment must be fixed or determinable. 


Forms of Negotiable Instruments 


1. The Check. A check is an order on a bank to pay a certain 
sum of money on demand to the order of the person named in the 
check, or to bearer. The drawer of the check must be a depositor 
in the bank. The form has been shown on page 55. 

2. The Promissory Note. A note is a written promise to pay 
to the order of a certain person a certain sum of money at a certain 
time, fixed or determinable. The form has been shown on page 39. 

3. The Draft. A draft is a written order to pay a certain sum of 
money to a certain person either on demand or at a certain time, 
fixed or determinable. A check is in reality a draft, but as it is 
always drawn on a bank, it has a special name. - Drafts other than 
checks are of two kinds: 


a. Bank Drafts, which are really checks drawn by one bank on another 
with which it has deposits. They are used for the safe conveyance of 
money from one city to another, or from one part of the country to 
another part. 

b. Commercial Drafts are orders of a private person or firm on another 
private person or firm directing him or them to pay a certain sum of 
money to the person or firm drawing, or to a third party named in the 
instrument, on demand or at a time, fixed or determinable. 
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BANK DRAFT 


BROOKIWN, We Eee Ip 


CirTiZENS Sak eae AW, WBRAWIKE: +218 


So ane ee LP OLLARS 


To STATE eee! E 
ALBANY, Ne We. f 


Commercial Drafts are of three kinds: 

(1) The so-called three-party drafts, which are seldom if ever used 
now. A discussion of these drafts is believed to be unnecessary. 

(2) The collection draft, by which one person or firm directs another 
person or firm to pay a certain sum of money to the order of the first 
person or firm, that is, to the order of the person drawing the draft. 
These drafts are called sight drafts or time drafts according to whether 
they are payable at sight or at a certain time after sight or after date. 

Before a time draft becomes negotiable, it must be accepted by the 
party on whom it is drawn. It is then called an acceptance. The form 
of the acceptance is shown on page 192, 


SIGHT DRAFT 


Troy, N. Y.., Kees, 19—_ No.LE 


LA tag AL Pay to the 
order of wl LipeaeG $350 
LPL : (fi stg Zea —Dillar 


Value received and charge to the account of 
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TIME DRAFT AFTER SIGHT 


No.7 


Z— Pay to the 
So 


— SLE 


So 
Ce Za2l ~feueZ see Dollars 


- 


Last [de via7 Lap fazee/ Fea —Dollars 


\ ant charge to the account of 


4. The Trade Acceptance is similar in form and usage to the time 
collection draft after it becomes an acceptance, except that the obli- 
gation upon which it is based always arises from the purchase of goods 
by the acceptor from the drawer. The use of the trade acceptance 
in the buying and selling of goods is encouraged by the banks as 
these acceptances form excellent security for the loan of money and 
enable the business man to enlarge his operations materially with- 
out increasing his capital. In other words, they release for business 
the capital that would otherwise be tied up if he had a large number 
of accounts receivable. 

For example, if we sell to John Briggs merchandise, $500, on terms 
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30 days, we must wait 30 days for the money before we can use it 
for further operations. It is a difficult matter for a merchant to 
discount his accounts receivable, and usually indicates financial 
difficulty where it is done. On the other hand, if we sell to John 
Briggs merchandise, $500, terms 30 days trade acceptance, the trade 
acceptance can be discounted at the bank and the proceeds thereof 
put back into the business immediately. 

Trade acceptances, like drafts, are recorded in the Notes Receivable 
account and Notes Payable account, as they are written promises to 
pay a certain sum of money to a certain person or firm at a certain 
time. 

5. Cashier’s Check. A cashier’s check is a check drawn on the 
bank by the cashier. It is used by the bank in paying its obligations. 


TRADE ACCEPTANCE 


Be Ree Lief fas elo 
es eh to re order Of (Leeactetantd A 


eee —— Dollars ($242——_) 


The obligation of the acceptor hereof arises out of the purchase of goods from the drawer. The drawee may accept this 
bill payable at any bank, banker or trust company in the United States which he may designate. 


ccepted a hve then by Aaa /2,, | 9 

ALG eae oe Ce oe Les: , VEZ 4 
(KEoocteLypoad EP Fx 

| By G2 fm ee _ 


Bank Location 


Buyer’s SLO re 3 


By Agent or Officer <FZ_ 


TRADE ACCEPTANCE 


CASHIDR’S CHECK 


ALBANY, Ne ye L312 —__woAF 


KiRsT ee ae IBANIK 1-75 
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6. Postal Money Orders. The postal money order is issued by 
the United States Post Office through any of its branches. It is 
payable at any post office upon the identification of the holder. 
It is used to transfer money from one part of the country to another. 
It is issued upon written application and is extensively used to trans- 
fer small amounts of money by people not having bank accounts. 
The sender deposits the money with the post office. The money 
order is then written and given to the sender, who mails it to the 
party to whom he wishes to send the money. The latter, upon its 
receipt, takes it to any post office and receives his money. 

7.’Express Money Order. An express money order is issued 
by an express company. Its use is similar to the postal money order. 
It can be cashed at any express office of the company issuing the 
order. 

Nort. Both postal money orders and express money orders may be 


transferred to others than the one to whose order they are payable, by a proper 
indorsement, or they may be deposited in the bank. 


Exercises for Practice 
Exercise 1 


Drafts. <A draft is an order to pay. To honor a sight draft is to pay 
it. To honor a time draft is to accept it. To accept a draft is to promise 
to pay the draft at the expiration of the time given. A draft that has 
been accepted is called an acceptance and has the force of a note. 


Mar. 1, 19—. Accepted James Sanders’ draft at 10 days’ sight for $350 for 
invoice of Feb. 21. 


It is evident that you owe James Sanders $350 which he has ordered 
you to pay; 7.e., drawn a draft on you at 10 days’ sight. This is a decrease 
of one kind of liability (Accounts Payable) and an increase of another 
kind of liability (Notes Payable). The journal entry would be: 


James Sanders $350 ; 
To Notes Payable $350 
Mar. 2, 19—. Paid George Winters’ sight draft on me for $225 for balance 
due. 
This is simply a decrease of liability and of asset. The entry would be: 
George Winters $225 
To Cash $225 


Mar. 3, 19—. Your 10-day sight draft of March 1, on George Biggers 
for $150 for invoice of same date, has been returned with his 
acceptance dated March 2, 
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You have received George Biggers’ written promise to pay. The 
effect is exactly the same as though he had sent you his 10-day note 
instead of accepting your draft. The entry is: 

Notes Receivable $150 
To George Biggers $150 


Mar. 4, 19—. Received notice from the bank that your sight draft of 
March 1, drawn on Frank Fellows for $75 to balance his 
account, has been paid and credited to your account. 


You had a claim against Frank Fellows for which you drew a draft 
and left it at your bank for collection. This is an increase of the asset 
Cash and a decrease of the asset Accounts Receivable (Frank Fellows). 
The entry is: 

Cash $75 
To Frank Fellows $75 


Make proper entries for the following: 


Aug. 1, 19—. Drew a draft at 10 days’ sight on Fred Beebe for balance 
due, $300, and mailed it to him for his acceptance. (No entry. 
Why?) 
3. Received from Joseph Foot the draft at 15 days’ sight for invoice 
of August 1, $275. He has accepted the draft. 
Accepted F. G. Rose & Son’s 30-day sight draft on me for $450 
for invoice of August 1. 
4. Received Thomas Osborn’s check for $300 for sight draft on him. 
. Paid William Fox’s sight draft for $225 for balance due. 
6. Paid my acceptance, favor Jones Bros., for $400 due to-day, by 
check. 
8. Drew on John Owens, Watertown, N.Y., at 15 days’ sight for 
invoice of Aug. 6, $265. Mailed the draft to him for accept- 
ance. 
9. Accepted Smith & Co.’s 20-day sight draft for $500 on account. 
10. John Owens accepted our draft of August 8 and returned it to us. 
11. Received notice from the bank that our acceptance of July 27 at 
15 days’ sight, favor of J.O. Babcock, has been paid and charged 
to our account. 

12. Received from Fred Beebe our draft of August 1 with his accept- 
ance dated August 5. 

13. Transferred Fred Beebe’s acceptance to Jones Bros. to apply on 
account. 

15. Received Joseph Foot’s check for his acceptance of August 3d, 
$275. 

16. Received from James Dolan for credit, our acceptance of August 
9th favor Smith & Co. and transferred by them to Mr. Dolan 
by full endorsement. 


Or 
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Exercise 2 


Trade Acceptances. Since trade acceptances are similar to the ac- 
cepted time draft, they also have the force of a note. Therefore, when 
we buy for our trade acceptance we credit Notes Payable, and when we 
sell for a trade acceptance we debit Notes Receivable. 


April 1, 19—. Bought merchandise of Jones Bros. for our trade accept- 
ance at 30 days, $400. 


Entry 
April 1, 19— 
Purchases $400 
To Jones Bros. $400 
1 
Jones Bros. $400 
To Notes Payable $400 


This is considered the best form, as it gives a complete record of the purchase 
from Jones Bros. Some bookkeepers, however, prefer to record only the increase 
of asset and the increase of liability. They use the following entry: 


Purchases $400 
To Notes Payable $400 


April 2, 19—. Sold merchandise to P. Secor for his 30-day trade accept- 
ance, $250. 


Entry 
April 2, 19— 
P. Secor - $250 
To Sales Revenue $250 
2 
Notes Receivable . $250 
To P. Secor $250 


This entry also is considered the best form by most bookkeepers, as it gives 
a convenient record of the transaction with P. Secor. However, some book- 


keepers prefer the following form: 


Notes Receivable $250 
To Sales Revenue $250 


April 3. Bought of Steal Bros. for our 60-day trade acceptance, mer- 
chandise, $350. 


April 


Sept. 
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4, 19—. Sold to W. Ingalls for his 30-day trade acceptance, 
merchandise, $300. 

5. Discounted at the First National Bank W. Ingalls’ trade 
acceptance of April 4 and received credit for the proceeds. 

6. Bought of Slocum & Co. for our 30-day trade acceptance, mer- 
chandise, $500. 

8. Sold James Welch for his 60-day trade acceptance, merchandise, 
$240. 

9. Discounted at our bank James Welch’s trade acceptance of 
April 8 and received credit for the proceeds. 

10. Sold Peter Simpson for his trade acceptance at 30 days, mer- 
chandise, $500. 

11, Discounted at our bank the trade acceptance of April 10, Peter 
Simpson acceptor, and received credit for the proceeds. 


Exercise 3 


1,19—. James C. Stone began the wholesale dry goods business 
this day at 405 Jamaica Ave., N. Y., investing cash, $7500, 
and merchandise, $3000. 

2. Paid cash for September rent, $125; for books and stationery, 
$45; for furniture and fixtures, $325. 

3. Bought of T. P. Saunders, New York City, terms 30 days’ trade 
acceptance, 300 yds. broadcloth @ $3.25; 300 yds. silk @ 
$2.25. 

4, Bought of S. Bigger & Son, Chicago, Il., terms 10 days, 250 yds. 
cassimere @ $3.75; 300 yds. lining @ $.123. 

5. Sold 8S. N. Slade, Jamaica, N. Y., for a 10-day trade acceptance, 
200 yds. broadcloth @ $4.15; 150 yds. silk @ $2.65. 

6. Discounted at City National Bank the trade acceptance received 
Sept. 5 and received credit for the proceeds. 

8. Sold J. D. Brower, Queens, N. Y., for his 10-day note, 150 yds. 
cassimere @ $4.15; 75 yds. taffeta @ $2.25. 

9. Sold N. B. Reed, Brooklyn, N. Y., terms sight draft in five 
days, 150 yds. broadcloth @ $4.20, 160 yds. silk @ $2.70. 

10. Bought for cash a desk for office use, $60; a typewriter, $105. 

11. Sold O. R. Block, Hempstead, L. I., terms 10 days’ sight draft, 
200 yds. linings @ $.18; 150 yds. cassimere @ $4.15. He 
accepted draft. 

12. Bought of E. F. Fellows, Jersey City, N. J., terms 10 days, 
300 yds. linings @ $.12; 400 yds. taffeta @ $1.80. 

13. Accepted S. Bigger & Son’s 10-day sight draft for invoice of 
Sept. 4. Paid telephone bill, $6.35. 

15. N. B. Reed paid our sight draft on him for invoice of Sept. 9. 
Paid miscellaneous expense bills, $13.70. 
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18. 
i19) 


20. 
22, 
23. 
24, 


25, 


26. 


27. 


28. 
29. 


30. 


ELEMENTS OF BOOKKEEPING 


19—. Sold James Cook, New York, N. Y., for his 15 days’ 
trade acceptance, 250 yds. linings @ $.18, 150 yds. taffeta @ 
$2.25. 

Bought of J. O. Brown, Trenton, N.J., terms 10 days, 600 yds. 
taffeta @ $1.80; 150 yds. broadcloth @ $3.30. 

Received J. D. Brower’s check for his note of Sept. 8. 

Discounted James Cook’s trade acceptance of Sept. 16 and 
received cash for the proceeds. 

Sold O. W. Ross, Elizabeth, N. J., terms 5 days, 175 yds. taffeta 
@ $2.25; 125 yale broadcloth @ $4.20. 

Received O. R. Block’s check for his acceptance of Sept. 11. 

Accepted E. F. Fellows’ draft on me at 10 days’ sight for invoice 
of Sept. 12. Paid lighting bill, $12.75. 

Paid our acceptance of Sept. 13, favor 8. Bigger & Sons. 

Bought of E. F. Fellows, Jersey City, N. J., for a 10-day trade 
acceptance, 400 yds. cassimere @ $3.75. 

Sold S. N. Slade, Jamaica, N. Y., terms 10 days’ draft, 125 yds. 
cassimere @ $4.15, 210 yds. broadcloth @ $4.20. Drew the 
draft and mailed it to him for acceptance. 

Bought of J. O. Brown, Trenton, N. J., terms 2/5 n/30, 400 yds. 
taffeta @ $1.80; 1000 yds. linings @ § $.123. 

Accepted J. O. tea s draft on me at 15 days’ sight for invoice 
of Sept. 17. Paid for miscellaneous expenses, $17.35. 

S. N. Slade returned our draft of Sept. 25 with his acceptance 
dated Sept. 26. 

Drew a sight draft on O. W. Ross for invoice of Sept. 20 and 
left it at our bank for collection. 

Sold 8. N. Slade, Jamaica, N. Y., terms 2/10 n/30, 200 yds. 
taffeta @ $2.25; 150 yds. cassimere @ $4.15. 

Received notice from the bank that our sight draft of Sept. 28 
drawn on O. W. Ross has been paid.and credited to our 
account. 

Paid salaries for September, $175. 

Mr. Stone drew cash for personal use, $150. 

Paid freight on goods purchased, $63.25. 


Inventories June 30, 19— 


Merchandise $4100 
Furniture & Fixtures 460 
Office Supplies 25 


Expense items unpaid — 17.30 


CHAPTER XIV 


PRACTICE SETS 


Exercise 1 


Oct. 1,19—. George Dolan has been conducting the Wholesale Carpet 
Business at 59 Broadway, Boston, Mass., and has taken as a partner 
Frank Brown, who invests cash equal to the following assets and liabilities 
taken from Dolan’s books. Brown’s check is deposited in the City 
National Bank. 

Assets: Cash, $3574.60 in bank and $417.50 in cash drawer and safe; 
Merchandise, $6725.50; Accounts Receivable, $2175 (Peter Downs, $675; 
Owen Williams, $900; George C. Bryce, $600); Furniture and Fixtures, 
$1750; Delivery Equipment, $2750; Expense (stationery), $40. 

Liabilities: Notes Payable, $5000; Accounts Payable (Mason «& Co., 
$2750; Heinz & Son, $2482.60). 


Oct. 1. Paid October rent in cash, $250. 
Sold William Ogden, 45 Main St., City, 2/10 n/30, 200 yds, 
Brussels @ $1.40; 150 yds. Wilton @ $2.50. 
Paid by check for insurance on stock, $67.25. 
2. Paid by check our note due to-day, $5000. 
Drew a draft at 10 days’ sight on Peter Downs for balance due. 
Downs accepted draft. 
Received from George C. Bryce his 20-day interest-bearing note 
for balance due. 
Sold Frank Conway, 9 Ocean Ave., City, 2/10 n/30, 300 yds. 
Axminster @ $2.50; 1000 yds. lining @ $.15. 
3. Paid by check Mason & Co.’s sight draft for $2750. 
Received Owen Williams’ check for $600 for invoice of Sept. 15. 
Bought auto supplies for cash, $41.25. 
4, Bought of Mason & Co., Philadelphia, Pa., 3/10 n/60, 1000 yds. 
Brussels @ $1.05; 1000 yds. Wilton @ $2.10. 
Sold Peter Downs, Plymouth, Mass., 2/10 n/30, 150 yds. Ingrain 
@ $.80; 250 yds. Wilton @ $2.50. 
5. *Fire during the night destroyed merchandise valued at $2150, 
fully insured. 

* Debit Insurance Adjustment and credit Merchandise Stock. This is not a 
fire loss as the value is covered by insurance. The Insurance Adjustment Account 
thus becomes an asset account and will balance when we receive the check from 
the insurance company. 
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Peter Downs returned 50 yds. Ingrain as it was faded. 

Bought of Heinz & Son, New York City, 3/10 n/60, 1000 yds. 
linoleum @ $.45; 2000 yds. oilcloth @ $.20. 

Paid salaries in cash, $120. 

Cash sales of carpet for week, $350. 

* Received check from Insurance Co. for fire loss. 


* Debit Cash and credit Insurance Adjustment. Why not credit Merchandise 


Stock? 


10. 


Die 


12. 


13. 


15, 


Sold Owen Williams, Orange, Mass., terms 3 cash, balance 20-day 
note, 150 yds. linoleum @ $.60; 150 yds. oilcloth @ $.35; 
200 yds. Axminster @ $2.50. Received his check and note. 


. Sold George C. Bryce, Lynn, Mass., terms 10 days, 200 yds. 


Wilton @ $2.50; 250 yds. Ingrain @ $.80. 

Accepted Heinz & Sons’ 10-day sight draft on us for $2482.60 for 
invoice of September 10. 

Received William Ogden’s check for invoice of Oct. Ist less the 
discount. 

Mason & Co. have allowed our claim for $125 on account of con- 
dition of last invoice. 

Paid by check freight on goods purchased, $171.30. 

Received check from Frank Conway for invoice of Oct. 2, less 
discount. 

Sold William Ogden, 45 Main St., City, terms n/5, 200 yds. 
Wilton @ $2.50; 250 yds. Axminster @ $2.50. 

Received Peter Downs’ check for his acceptance of Oct. 2. 

Donated $75 cash to the City Hospital. 

Sold for cash one of the auto trucks, $700. 

Bought of the City Auto Co. a new truck, $2750. 

Paid them cash by check $1250, balance in 15 days. 

Bought of Mason & Co., Philadelphia, Pa., for our 30-day trade 
acceptance, 1000 yds. Ingrain @ $.60; 1000 yds. Wilton @ $2.10. 

Paid salaries by check, $120. 

Cash sales, $15.75. 

Each partner drew $100 for private use. ~ 

Paid Mason & Co. by check for balance of invoice of Oct. 4, less 
discount. 

Sent Heinz & Co. check for invoice of Oct. 6, less discount. 

Bought of Stern & Co., NewYork, 3/10 n/60, 1000 yds. Brussels. 
@ $1.05; 1000 yds. Axminster @ $2.05; 5000 yds. lining @ $.08. 


1. Post and take trial balance. 

2. If all checks received and the cash received for the auto truck ($700) were 
deposited at once, find the firm’s bank balance. 

3. Make a cash proof. 


Oct. 16. 


Vi. 


18. 


BUS 
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Model Form for Cash Proof 


Cash Proof 


James Henderson 


June 30, 19— 
Cash received per Cash Book $9435.10 
Cash paid out per Cash Book 5327.45 
Balance per Cash Book $4107 .65 
Cash in safe and cash drawer $ 516.45 
Cash in bank per check book _ 8591.20 
Total $4107 .65 
Exercise 2 


(Continuing Exercise 1) 


Received from William Ogden his 30-day interest-bearing note for 
invoice of October 11. 

Sold Alton Hunt, Lawrence, Mass., 2/10 n/30, 300 yds. Axmin- 
ster @ $2.50; 300 yds. Wilton @ $2.50. 

Sold Owen Williams, Lynn, Mass., 2/10 n/30, 250 yds. Brussels @ 
$1.40; 300 yds. Ingrain @ $.80. 

Received of Peter Downs check for balance of invoice of Oct. 4, 
less discount of 2%. 

Discounted Owen Williams’ note of Oct. 8 at the bank and 
received credit for the proceeds. 

Drew a sight draft on George C. Bryce for invoice of Oct. 9 and 
left it at the bank for collection. 

Bought of White & Bros., Philadelphia, Pa., terms draft at 
10 days’ sight: 1000 yds. inal @ $.60; 1000 yds. Brussels @ 
$1.05; 2000 yds. linoleum @ $.45. 

Moceited White & Bros. draft at 10 days’ sight for invoice of 
Octe Ls: 

Paid our acceptance due to-day favor Heinz & Son by having it 

_ charged to our‘account at bank. 
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Paid freight on goods purchased, $147.25 by check. 

Discounted William Ogden’s note of Oct. 16 asd had proceeds 
placed to our credit at the bank. 

Paid salaries by check, $120. 

Cash sales, $349.75. 

Each partner drew $100 cash for personal use. 

Bought stationery and office supplies for cash, $43.50. 

Sold William Ogden, 45 Main St., City, for his 30-day acceptance 
account, 400 yds. linoleum @ $.60; 300 yds. Wilton @ $2.50. 

Bought of Heinz & Sons, New York City, 3/10 n/60, 1500 yds. 
Ingrain @ $.60; 2000 yds. linoleum @ $.45. 

Sold Peter Downs, Plymouth, Mass., subject to sight draft 1: 
5 days, 1000 yds. linoleum @ $.45; 1000 yds. oilcloth @ $.3: ; 
2000 yds. lining @ $.15. 

Received check from George C. Bryce for his note of Oct. 2 and 
interest for 20 days. 

Discounted at the City National Bank, William Ogden’s trade 
acceptance of Oct. 22 and received credit for the proceeds. 

Received notice from the bank that our sight draft on George 
Bryce has been paid and credited to our account. The draft 
was drawn October 17. 

Sold Owen Williams, Orange, Mass., 2/10 n/30, 400 yds. Axmin- 
ster @ $2.50; 500 yds. Ingrain@ $.80. 

Sold George C. Bryce, Lynn, Mass., 2/10 n/30, 300 yds. Wilton @ 
$2.50; 200 yds. Brussels @ $1.40. 

Paid by check Stern & Co.’s invoice of 10/15, less 8%. 

Received check from Alton Hunt for invoice of 10/16, less 2%. 

Received check from Owen Williams for invoice of 10/16, less 

2%. 

Sold Frank Conway, 9 Ocean Ave., City, for } cash, balance 30- 
day note, 300 yds. Axminster @ $2.50. 

Bought of Stern & Co., New York, 3/10 n/60, 500 yds. Wilton @ 
$2.10; 500 yds. Axminster @ $2.10. 

Sold James Nevins, Concord, N. H., for his 30-day trade accept- 
ance, 400 yds. linoleum @ $.60; 300 yds: Brussels @ $1.40. 
Sold Alton Hunt, Lawrence, Mass., 2/10 n/30, 300 yds. Axmin- 

ster @ $2.50; 200 yds. Ingrain @ $.80. 

Paid clerks’ salaries by check, $120. 

Drew a sight draft on Peter Downs for invoice of 10/23 and left 
it at the bank for collection. 

Each partner drew cash, $100. 

Cash sales for week, $525. 

Discounted the firm’s 60-day note for $5000 at the bank and 
received credit for the proceeds. 

Paid our acceptance due to-day favor White & Bros. by check. 
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Oct. 30. Bought of White & Bros., Philadelphia, Pa., for our 60-day trade 
acceptance, 500 yds. Brussels @ $1.05; 500 yds. Axmin- 
ster @ $2.10. 

Paid by check the City Auto Co.’s sight draft on us for balance 
due. 

Sold William Ogden, 45 Main St., City, for his 30-day trade 
acceptance, 400 yds. Ingrain @ $.80; 200 yds. Wilton @ $2.50. 

Sold Peter Downs, Plymouth, Mass., 2/10 n/30, 300 yds. oil- 
cloth @ $.35; 200 yds. Axminster @ $2.50; 300 yds. linoleum @ 
$.60; 250 yds. Ingrain @ $.80. 

Paid by check for stationery and supplies, $61.50. 

Discounted at the City National Bank James Nevins’ trade 
acceptance of October 27 and William Ogden’s trade accept- 
ance of to-day’s date and received credit for the proceeds. 

31. Received notice from the bank that our sight draft of Oct. 27 
drawn on Peter Downs has been paid and credited to our 
account. 

Sold George Thomas, Lawrence, Mass., 2/10 n/30, 300 yds. 

Axminster @ $2.50; 300 yds. Brussels @ $1.40. 

Sold Peter Wilder, Lynn, Mass., 2/10 n/30, 500 yds. linoleum @ 

$.60; 400 yds. Wilton @ $2.50. 

Sold Owen Williams, Orange, Mass., for his 30-day trade accept- 

ance, 1000 yds. Brussels @ $1.40; 1000 yds. Ingrain @ $.80. 

Deposited $1000 cash on hand. 

Cash sales, $547.90. 

Paid by check bill for auto supplies, $73.25. 


ca 


Inventories 
Merchandise $5,740. 50 Insurance $60 
Furniture & Fixtures 1,675 Salaries unpaid 60 
Delivery Equipment 4,650 Freight Inward unpaid 125 
Auto Supplies 60 
Stationery 65 


1. Post and make a trial balance. 

2. Make a cash proof. 

8. Show the bank balance. All checks received were deposited at once. 
4. Close the ledger and make the financial statements. 


f The Use of Bank Drafts; Collection and Exchange 


ae was stated before, a bank draft is really a check drawn by one 
bank on another bank. If Samuel Atkins of Utica, N. Y., owes 
James Sawyer of Brooklyn, N. Y., he can go to his bank and ask to 


204 ELEMENTS OF BOOKKEEPING 


purchase a New York draft. His bank will draw a draft on some 
bank in New York with which it has deposits. The draft will be 
drawn in favor of James Sawyer, and Samuel Atkins will pay his 
bank a small fee for the service, called exchange. Atkins will then 
send the draft to Sawyer, who will present it at the bank on which 
it is drawn and get his money or he may collect it through any bank 
with which he does business. It may be cashed the same as a check 
would be cashed. 

Part of the business of a bank consists in collecting notes and 
drafts for their customers and for others who may desire their 
services. For this service a small fee is charged, called collection. 
Collection is usually charged also on out-of-town checks, that is, on 
checks drawn on banks outside of the city in which the check is 
cashed. Such charges, together with the exchange on bank drafts, 
are usually charged to an account called Collection and Exchange. 


ILLUSTRATIONS 


1. Samuel Jones of New York draws a sight draft on Frank Brown 
of Kingston, N. Y., for $500 and leaves it at his bank for collection. A 
few days later he is notified by the bank that the draft has been collected 
and placed to his credit. The charges for collection are $.50. Samuel 
Jones will debit cash for $499.50 for the increase of asset, debit collection 
and exchange for $.50 for the decrease of capital, and credit Frank Brown 
for $500 for the decrease of asset. 

2. George Flint of Albany, N. Y., holds an acceptance of William Fox 
of Rome, N. Y., for $250 which is about due, and he puts it in his bank 
for collection. In a few days the bank notifies him that the acceptance 
has been collected and that he has been credited for the proceeds, collec- 
tion charges, $.25. George Flint’s entry will be: 


Cash ‘ $249.75 
Collection & Exchange B20 
To Notes Receivable ~ $250 


3. Frank Briggs of Binghamton, N. Y., has received a check of $150 
from George White of Cortland, N. Y. When he deposits the check in 
his bank or has the check cashed, the bank will probably charge him about 
15 cents. He will then make the entry: 


Collection and Exchange $.15 
To Cash $.15 


Nore. Banks usually charge 79 of 1% for collections of this kind, 
although the charges vary. Ten cents is usually the minimum charge. 
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Oral Work 


1. Bought a New York draft at our bank for $600, favor James 
Mahoney, and sent it to him on account. Exchange, $.60. 

2. Received notice from the bank that they have collected our sight 
draft on F. C. Bark for $450. Collection charges, $.45. 

3. The bank has credited A. R. Ross’s acceptance in our favor for 
$250 and credited us for the proceeds. Collection charge, $.25. 

4. Paid M. C. Downs $500 on account with a New York draft pur- 
chased at our bank. Exchange, $.50. 

5. Had our sight draft on David Wells for $750 collected through our 
bank. Collection charges, $.75. 

6. Received notice from the bank that M. T. Rice’s acceptance in our 
favor for $350 left for collection has been paid and the proceeds credited 
to our account. Collection charges, $.35. 


Exercise 3 


April 1,19—. Arthur R. Paterson has engaged you as bookkeeper and 
has gone into the Wholesale Drygoods business at 25 Main St., 
your city. He has the following assets and liabilities: 


Assets Liabilities 

Cash $3500 
City National 

Bank $3100 

Safe 400 Eldridge & Co. $725 
John F. Brooks 1250 T. Roach & Co. 915 
William Hill 1625 F. J. Kaufman 845 
Frank Jones W230) 
George Haskell 936.25 
Charles Ross 1538.75 
Furniture & Fixtures 1750 
Auto Trucks 2940 


Apr. 1. Bought of E. J. Sandman, 40 Main St., Buffalo, N. Y., terms 
3/10 n/60, 500 yds. black mohair @ $1.15; 500 yds. broad- 
cloth @ $2.75; 500 yds. English serge @ $1.65; 500 yds. 
Manchester gingham @ $.15. 

Paid rent for April by check, $200. 
Bought stationery and office supplies for cash, $47. 
2. Sold Frank Jones, 17 Court St., City, for 2/10 n/30, 75 yds. 
black mohair @ $1.45; 125 yds. English serge @ $2.10. 
Received John F. Brooks’ 20-day interest-bearing note for 
invoice of March 23, less 2%, $625. 
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Drew at sight on William Hill for balance due and left draft at 
the City National Bank for collection. 


. Sold John F. Brooks, 94 Elm St., City, 2/10 n/30, 125 yds 


black mohair @ $1.45; 200 yds. broadcloth @ $3.50. 
Accepted Eldridge & Co.’s draft at 10 days’ sight on me for 
balance due. 
Drew on George Haskell at 10 days’ sight for balance due and 
mailed it to him for his acceptance. 


. Sold Charles Ross, New York City, for his trade acceptance at 20 


days, 300 yds. Manchester gingham @ $.22; 200 yds. black 
mohair @ $1.45; 200 yds. broadcloth @ $3.50. 

Paid T. Roach & Co.’s sight draft on me for balance due by 
check on City National Bank. 

Received notice from the bank that my sight draft on William 
Hill for balance due has been paid and credited to my account. 
Bank charges for collection, $.63. 


. Bought of Eldridge & Co., Chicago, Ill., for trade acceptance 


at 30 days, 1000 yds. Scotch cheviot @ $1.25; 1000 yds. 
taffeta silk @ $1.75; 500 yds. broadcloth @ $2.75. 

Received from Charles Ross a New York draft for balance due 
April 1. ; 

Received from George Haskell my draft on him dated April 3 
with his acceptance dated April 4. 


. Bought auto supplies for cash, $37.25. 


Discounted at our bank Charles Ross’s trade acceptance of 
April 4 and received credit for the proceeds. 

Paid $150 for insurance on auto trucks. 

Paid premium for insurance on stock, $60. 


. Sold George Haskell, Erie, Pa., for his 20-day trade acceptance, 


200 yds. broadcloth @ $3.50; 3800 yds. taffeta silk @ $2.40. 

Sold Jerome Wallace, Rochester, N. Y., terms 4 cash, balance 
15-day sight draft, 500 yds. taffeta silk @ $2.40; 500 yds. 
Scotch cheviot @ $1.75. He accepted draft and gave his 
check for cash payment. 

Bought of T. Roach & Co., New York City, 2/10 n/30, 1000 
yds. black mohair @ $1.15; 1000 yds. English serge @ $1.65. 

Sold William Hill, Dunkirk, N. Y., 2/10 n/30, 400 yds. broad- 
cloth @ $3.50; 500 yds. English serge @ $2.10. 

Paid clerks’ salaries for week, $125. 

Paid incidental expenses for week in cash, $31.15. 

Mr. Paterson has admitted Frank Bancroft as a partner. Mr. 
Bancroft is to invest real estate valued at $8000 and cash for 
balance to make his investment equal to Mr. Paterson’s 
present worth. 
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Inventories 


Merchandise Inventory 


1100 yds. black mohair @ $1.15 $1265 
875 English serge @ $1.65 1443.75 
200 yds. Manchester gingham @ $.15 30 
500 yds. Scotch cheviot @ $1.25 625 
200 yds. taffeta silk @ $1.75 350 

“$3713.75 


Interest accrued on Notes Receivable $........ 


Furniture & Fixtures 10% less than book value 
Auto Trucks 10% less than book value 
Stationery, $30 

Unexpired insurance, $200 

Rent prepaid, $153.33 


In this set all checks and bank drafts are deposited when received. Find 
the bank balance and prove the cash in each exercise. 


April 8. 


10. 


¥ 


Exercise 4 


Sold our present safe for cash, $300, and bought a large safe 
of the Knox Safe Co. for our check, $950. 

Bought of F. J. Kaufman, N.Y. City, 3/10 n/30, 1000 yds. broad- 
cloth @ $2.75; 1000 yds. taffeta silk @ $1.75; 500 yds. 
Scotch cheviot @ $1.25. 

Sold Frank Jones, 17 Court St., City, for his 30-day note, 
300 yds. black mohair @ $1.45; 250 yds. English serge @ 
$2.10; 200 yds. Scotch cheviot @ $1.75. 

Discounted at the City National Bank, George Haskell’s trade 

- acceptance of April 6 and received credit for the proceeds. 

Discounted at the City National Bank, George Haskell’s 
acceptance of April 4 and received credit for the proceeds. 

Sent F. J. Kaufman our 30-day interest-bearing note for $500 
and cash to balance old account as per liability list. 


. Sold John F. Brooks, 94 Elm St., City, for 4 cash, balance 


30-day interest-bearing note, 300 yds. broadcloth @ $3.50; 
200 yds. Manchester gingham @ $.22; 200 yds. taffeta 
silk @ $2.40. 
Bought of Eldridge & Co., Chicago., Ill., 3/10 n/30, 1000 yds. 
Manchester gingham @ $.15; 500 yds. taffeta silk @ $1.75. 
Bought tires and other auto supplies, $125, by check. 
Paid E. J. Sandman by check for invoice of April 1, less 3%. 
Sold William Hill, N. Y. City, on 10 days time, 500 yds. Man- 
chester gingham @ $.22; 500 yds. broadcloth @ $3.50. 
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Appil 10. Sold J. S. Lloyd, Columbus, Ohio, for cash, 300 yds. taffeta 
silk @ $2.40; 500 yds. black mohair @ $1.45. Received 
check. 

11. Received from Frank Jones his 30-day interest-bearing note for 
invoice of April 2, less discount. 

Paid by check freight bills on goods purchased, $117.25. 

Allowed William Hill $40 on his claim of damaged condition of 
goods received. 

Returned to Eldridge & Co. 100 yds. taffeta silk, as it was off 
color. 

12. Sold Frank Jones, 17 Court St., City, 2/10 n/30, 500 yds. 
taffeta silk @ $2.40; 300 yds. Scotch cheviot @ $1.75. 

Sold George Haskell for his 30-day interest-bearing note, 200 yds. 
broadcloth @ $3.50; 200 yds. English serge @ $2.10; 300 yds. 
black mohair @ $1.45. 

Bought of T. Roach & Co., N. Y. City, terms 10 days, 1000 yds. 
black mohair @ $1.15; 1000 yds. broadcloth @ $2.75. 

13. Received John F. Brooks’ check for invoice of April 3, less 
discount. 

Each of the partners drew $100 cash for private use. 

Drew check from the bank to meet this and other items, $500. 

Paid by check our acceptance favor Eldridge & Co. due to-day, 
$725. 

Paid clerks’ salaries in cash, $125. 

Sold Charles Ross, N. Y. City, terms 10 days, 500 yds. black 
mohair @ $1.75; 500 yds. broadcloth @ $3.50. 

Sold Jerome Wallace, Rochester, N. Y., for his 30-day interest- 
bearing note, 500 yds. Manchester gingham @ $.22; 300 yds. 
broadcloth @ $3.50; 500 yds. taffeta silk @ $2.40. 

15. Received from William Hill a New York draft for invoice of 
April 6, less discount. 

Bought of E. J. Sandman, Buffalo, N. Y., terms n/10, 1000 yds. 
taffeta silk @ $1.75; 1000 yds. Manchester gingham @ $:15. 

Bought of Scott Bros., N. Y. City, 3/10 1/30 n/60, 1000 yds. 
broadcloth @ $2.75; 1000 yds. black mohair @ $1.15. 

Bought for cash stationery and supplies for office, $41.10. 


Post and take trial balance. 


Exercise 5 


April 16. Sold John F. Brooks, 94 Elm St., City, for his 30-day trade 
acceptance, 300 yds. black mohair @ $1.50; 500 yds. broad- 
cloth @ $3.50. 

Drew cash from bank to pay expense items, etc., $500. Paid 
incidental expenses, $35.20. 


April 16. 


ine 


18. 


19. 


20. 
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Paid cash for freight on goods purchased, $45.17. 

Paid by check T. Roach & Co. for invoice of April 6, less dis- 
count. 

Sold James Samborn, Albany, N. Y., for his 30-day interest- 
bearing note, 500 yds. taffeta silk @ $2.40; 500 yds. Man- 
chester gingham @ $.22; 500 yds. broadcloth @ $3.50. 

Bought of Eldridge & Co., Chicago, IIl., for our 30-day interest- 
bearing note, 1000 yds. broadcloth @ $2.75; 1000 yds. Irish 
linen @ $.90; 1000 yds. English serge @ $1.65. 

Discounted John F. Brooks’ trade acceptance of April 16 and 
received credit at the City National Bank for the proceeds. 
Drew on John F. Brooks at 10 days’ sight for $625, balance due 
on old account. 
Sold William Hill, Dunkirk, N. Y., terms 10 days, 500 yds. 

broadcloth @ $3.50; 500 yds. Irish linen @ $1.30. 

Paid F. J. Kaufman by check for invoice of April 8, less dis- 
count. 

Prepaid our 30-day note of April 8 favor F. J. Kaufman by 
check on City National Bank. Discount was allowed for the 
unexpired time. Rate 6%. 

Paid Eldridge & Co. by check for balance of invoice April 9, 
less 3%. 

Sold Frank Jones, 17 Court St., City, 2/10 n/30, 500 yds. 
English serge @ $2.10; 200 yds. Scotch cheviot @ $1.75. 

Sold George Haskell, Erie, Pa., for 4 cash, balance 30-day note, 
500 yds. English serge @ $2.10; 500 yds. Irish linen @ $1.30; 
300 yds. taffeta silk @ $2.40. 

Received from John F. Brooks our draft on him of April 17 
with his acceptance dated April 19. 

Drew at sight on William Hill for balance of invoice of April 10 
and left it at the bank for collection. 

Bought of T. Roach & Co., N. Y. City, 1000 yds. Irish linen @ 
$.90; 1000 yds. Scotch cheviot @ $1.25. 

Sent them in payment a New York draft which we purchased at 
our bank by check. Cost of exchange, 79%. 

Received Jerome Wallace’s check for his acceptance of April 6. 

Paid clerks’ salaries, $125. 

Each partner drew cash, $100. 

Bought stationery and stamps for cash, $37.15. 


Post and take trial balance. 
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April 22. 


23. 


24 


25. 


26. 


27. 


29. 
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Exercise 6 


Received notice from the bank that our sight. draft on William 
Hill dated April 20 had been collected and placed to our credit. 
Cost of collection, 7o%. 

Sold Charles Ross, N. Y. City, for New York draft, 500 yds. 
black mohair @ $1.45; 500 yds. broadcloth @ $3.50. 

Received John F. Brooks’ check for note of April 2 and interest 
on same. 

Frank Jones paid by check for invoice of April 12, less discount. 

Sold J. 8. Lloyd, Columbus, Ohio, for his check, 500 yds. Scotch 
cheviot @ $1.75; 500 yds. Irish linen @ $1.30. 

Sold Jerome Wallace, Rochester, N. Y., for his 30-day interest- 
bearing note, 500 yds. Manchester gingham @ $.22; 500 yds. 
Scotch cheviot @ $1.75; 500 yds. black mohair @ $1.45. 

Received check from Charles Ross for invoice of April 13. 

Gave E. J. Sandman check for invoice of April 15. 


. Paid by check, freight bills on goods purchased $61.30. 


Bought auto supplies for cash, $35.16. 

Fire destroyed the following goods, fully insured: 200 yds. 
black mohair, 20 yds. broadcloth, 425 yds. English serge. 

Bought of E. J. Sandman, Buffalo, N. Y., terms n/15, 1000 yds. 
black mohair @ $1.15; 1000 yds. broadcloth @ $2.75. 

Sold F. J. Garvin, Watertown, N. Y., for certified check, 500 yds. 
Irish linen @ $1.30; 500 yds. broadcloth @ $3.50. 

Donated to the Salvation Army, $100 cash. 

Each partner drew $100 for private use. 

Sold John F. Brooks, 94 Elm St., City, terms 10 days, 500 yds. 
black mohair @ $1.45; 500 yds. broadcloth @ $3.50. 

Bought of T. Roach & Co., N. Y. City, terms } cash, balance 
terms n/30, 1000 yds. Manchester gingham @ $.15; 1000 yds. 
broadcloth @ $2.75; 1000 yds. Irish linen @ $.90. Received 
check for the cash payment. 

Sold William Hill, Dunkirk, N. Y., 2/10 n/30, 500 yds. Man- 
chester gingham @ $.22; 500 yds. Irish linen @ $1.30. 

Paid incidental expenses in cash, $14.71. 

Paid clerks’ salaries, $125. 

Sold Frank Jones, 17 Court St., City, for his 60-day trade 
acceptance, 500 yds. broadcloth @ $3.50; 500 yds. black 
mohair @ $1.45. 

Bought at the City National Bank a New York draft and sent 
it to Scott Bros. in payment of invoice of April 15, less 1%. 
Exchange on draft, 7%. 

Paid for draft and exchange by check. 


April 29. 


30. 
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Bought of Eldridge & Co., Chicago, Ill., 2/10 n/30, 1000 yds. 
black mohair @ $1.15; 1000 yds. English serge @ $1.65. 

Received from William Hill his 30-day note for invoice of April 18. 

John T. Brooks paid by check for his acceptance of April 19. 

Received Frank Jones’ check for invoice of April 19, less 2%. 

Sold George Haskell, Erie, Pa., for his 30-day trade acceptance, 
500 yds. broadcloth @ $3.50; 500 yds. Manchester gingham @ 
$.22; 300 yds. taffeta silk @ $2.40. 

Bought of F. J. Kaufman, N. Y. City, 2/10 n/30, 1000 yds. 
broadcloth @ $2.75; 1000 yds. Manchester gingham @ $.15. 

Received check from the Insurance Co. for fire loss of April 24. 

Accepted E. J. Sandman’s 10-day sight draft on us for invoice 
of April 25. 

Transferred to T. Roach & Co. to apply on account Frank Jones’ 
note of April 11. They agree to credit us for the note and 
accrued interest. 


Inventories 


Merchandise, $7400. 

Furniture and fixtures at 5% less than ledger value. 
Auto trucks at 10% less than ledger value. 

Salaries unpaid, $41.67. Office supplies, $35. 
Freight Inward unpaid, $55.10. 

Auto supplies, $100. 

Interest accrued on Notes Receivable, $....... 
Interest accrued on Notes Payable, $....... 


CHAPTER XV 
MISCELLANEOUS TOPICS AND REVIEW 
Reconciliation of Bank Balance 


It usually happens that, when the bank balances the depositor’s 
pass book or sends him a monthly statement of his account, the 
balance of the depositor’s account, as shown by the balanced pass 
book or the statement, does not agree with the balance as shown by 
the stubs of the depositor’s check book. The reason for this is that 
certain checks issued by the depositor have not yet been presented 
to the bank for payment. 

Upon receipt of the balanced pass book or monthly statement, 
together with the cancelled checks, the depositor should at once 
compare the cancelled checks with the stubs in his check book to 
ascertain what checks that have been issued have not been returned. 
He should then subtract the sum of the checks not returned from the 
balance, as shown by the bank statement, and the result should be 
the same as the balance shown on the stubs of his check book. A 
simple form for this work is shown below: 


Suppose that on August 1 the bank statement of A. B. Case shows 
that his balance is $3448.60. Upon comparing the cancelled checks 
returned with the stubs in his cheek book, he finds that the following checks 
have not been returned: 


No. 35 $47.50 No. 49 $73.90 
No. 41 $125 No. 56 $245.70 


He finds that the balance as shown by his check book stubs is $2956.10. 
The following is a reconciliation of his bank balance. 
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Reconciliation 
of 
Bank Balance 
of 
A. B. Case 


August 1, 19— 


Bank Balance as per bank pass book | 3448 | 60 
Checks 
issued but not returned 

No. 35 47 | 50 

41 125 

49 73 | 90 

56 245 | 70 492 | 10 
Bank Balance as per check book stubs 2956 | 10 


Drill Exercise 


1. On May 1 James Selig’s bank pass book showed a balance of 
$4279.46. His balance as shown by his check book stubs was $3943.20. 
A comparison of the cancelled checks returned with the stubs in the check 
book showed that the following checks had not been returned: 

No. 154, $75.10; No. 163, $85.40; No. 169, $135.10; No. 173, $40.66. 
Make a reconciliation of his bank balance. 

2. On August 1 Frank Brown’s bank statement showed a balance of 
$1837.45. The stubs of his check book showed a balance of $1235.10. 
By comparing the stubs with the cancelled checks returned, he found the 
following checks had not been returned: No. 27, $145.25; No. 35, 
$73.65; No. 40, $84.80; No. 42, $26.35; No. 45, $187.80; No. 49, $63.41; 
No. 52, $22.09. Make a reconciliation of his bank balance. 

3. On November 1 George Wilton’s bank balance as shown by his 
monthly bank statement was $1643.50. His balance as shown by his 
check book was $984.75. By comparing the cancelled checks returned by 
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the bank with the stubs in his check book, he found that the following 
checks had not been returned: No. 64, $125.50; No. 67, $87.75; No. 69, 
$63.25; No. 71, $115.10; No. 72, $95.75; No.-74, $112.15; No. 76, 
$59.25. Make a reconciliation of bank balance. 


Cash Receipts 


When payments are made by check, since the check must be 
endorsed by the payee, the cancelled check serves as a receipt. 
When, however, payments are made in cash, a cash receipt is given. 
These receipts are issued from a book similar to a check book. 
Each receipt is detached from a stub upon which a record of the 
transaction has been made. This stub records in permanent form 
the information given on the receipt. Below is an illustration of a 
receipt properly filled out. 


Brooklyn, N. y. Lay}, = _No2L 


et oo 
Received f so Nc ee $ CEN 


re or 


Certified Check 


Dollars 


Sometimes when goods are ordered from a distance and the 
buyer and seller are unknown to each other, if the payment is made 
by check the seller requires that the check be certified. To have a 
check certified, the drawer makes out the check in the usual way, 
takes it to his bank, and the cashier stamps or writes the word 
certified across the front of the check and signs his name as cashier 
underneath. This is a guarantee that ‘he money is in the bank to 
pay the check when presented. The amount of the check is then 
deducted from the depositor’s account and the bank becomes 
responsible for its payment. A check duly certified is shown on 
page 215. 
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Bill of Lading 

A bill of lading is a written statement issued by a railroad or 
other transportation company containing the contract provisions 
under which the company accepts the goods for shipment. It 
defines the duties and liabilities of both the company and the - 
shipper. A standard form has been prescribed by the Interstate 
Commerce Commission which must be used by all transportation 
companies. The Straight bill of lading is not negotiable. The 
Order bill of lading is negotiable, that is, the goods covered by the 
Order bill of lading may be sold from the bill and the bill of lading 
transferred to the new holder, who may obtain the goods upon their 
arrival at their destination. 

In making shipments where the shipper wishes to retain owner- 
ship of the goods until they are paid for, the Order bill of lading is 
used. : 

For example, when goods are shipped by freight C. O. D., the 
Order bill of lading is used. The shipper makes out a draft on the 
customer, attaches this draft to the original form of the bill of 
lading, and sends it to his bank. His bank then forwards these to 
the bank of the customer. In order to get the goods from the 
railroad, the customer must pay the draft, secure the original form 
of the bill of lading, and present it to the railroad company. The 
goods will then be delivered to him. 

In all ordinary shipments the Straight bill of lading is used. 

Both forms of the bill of lading are issued in triplicate. The 
original is signed by both the company’s agent and the shipper and 
is the shipper’s receipt from the company for the delivery of the 
goods for shipment. The second is the shipping order, and is held 
by the company as evidence of its authority. The third is a dupli- 
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cate of the first and may be sent to the customer with the invoice. 
The original bill of lading must be used as a basis for any claims for 
loss or damage while the goods were in the hands of the railroad. 

The bill of lading contains, besides the contract provisions, a 
description of the goods, the number of packages and the weight. 
The name and address of the one to.whom the goods are shipped 
must be clearly given and also the route over which the goods are 
to be shipped. 


6.A.A,Co.—A-23-_1000M £; > 
Wrinted 0.8.4) (Old F. T. D. Na Hy 


UNIFORM STRAIGHT BILL OF LADING shippers no 


(PRESCRIBED BY THE INTERSTATE COMMERCE COMMISSION) 


ORIGINAL——NOT NEGOTIABLE Agent's No. 
Gig THE NEW YORK CENTRAL RAILROAD COMPANY 


Ssaa—<——=== 
RECEIVED, subject to the classifications and tariffs in effect on the the issue of “Gee. Ladiso, “ 
j g VER 
ee soy: o some Cfprirh 3: fey) 
tats 


the property describe@ below, in appdrent good order, except as noted (contents and condition of contents of packages unknown), marked, con- 
signed, and destined ps indicated below, which said company (the word company being understood throughout this contract as meaning any 
Derson or corporatiaé in possession of the property under the contract) agrees to carry to its usual place of delivery at said destination, if on its 
Ben road ‘or its own water line, otherwise to deliver to another carrier on the route to said destination. ‘t is mutually agreed, as to each carner 
of afl or any of said property over all or any portion of said route to destination, and as to each party at any time interested in all or any of said 
property, that every service to be performed hereunder shall be subject to all the conditions not prohibited by law, whether printed or written, 
herein contained, Including the conditions on back nereof, which are hereby agreed to by the shipper and accepted for himself and his assigns. 


( Mail or street wddress of consiznee—For purpuses of notidcation oaly. ) 


Seren we La) at Ok y, ea 
aaa er a 
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from. 


Consigned to ...,£. 


Destination... msn rervenenintes | GOUTILY. Gf ceerentespotroetaeme meee reat S 


ng ca 


*WEIGHT 
(Subject to 
Correction) 


CLASS 
OR RATE 


DESCRIPTION OF ARTICLES, SPECIAL MARKS, 
ANO EXCEPTIONS 


CHECK If this shipment is to be 
COLUMN | delivered to the consignee 
————— without recourse on the con- 
signor, the consignor shall sign 
the following statement: 

The carrier shall not make 
delivery of this shipment with- 
out payment of freight and all 
other lawful charges. (See sec- 
tion 7 of conditions.) 


To(Stgnature of comngnor 


If charges are to be prepaid, 
write or stamp here, “To be 
Prepaid.” 


Received $. 
to apply in e 
charges on the property dee 
scribed hereon. 


Rene eeeeeedeeeesnenscenscsaseeseeterensaenesnascenensnesesnsssenceneetnenansneaentes) (ES FAS ORC et bee cutahay Agent or Cashier. 


* If the shipment moves between two ports by a carrier by water, the law requires that the Bill of Lading shall state whether! 
Ht is “carrier's of shipper’s weight.’ 


Note.— Where the rate is dependent on value, shippers are required to state specifically in writing the ‘Charges advanced: 
agreed or declared value of the property. 
The agreed or declared value of the property is hereby specifically stated by the shipper to be not exceeding 


ai OOF a apni encores 


Pe 


Permanent post-office address of Shippe? uu er tiocesarsuvenseaveoricstoss trad seecresasoremimsemm semureenehitaansrenenaanansennonsssaasstascewsmsseerssienansvenasesseuaserssssenssre nesses soaeeseecmemensennesieres 
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Review Exercises 


Closing entries, Profit and Loss Statements, and Balance Sheets 
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From the following trial balances set up ledger accounts, close the accounts 


oy journal entries, and draw off the financial statements. 


Exercise 1 
R. L. Bancroft 
Trial Balance 
December 31, 19— 


R. L. Bancroft, Capital 
R. L. Bancroft, Drawing 
Merchandise Stock 
Purchases 

Sales 

Returned Purchases 
Returned Sales 

Freight Inward 
Salaries 

Insurance 

Advertising 

Office Supplies 

General Expense 

Real Estate (store) 
Repairs on Store 

Office Fixtures 

Store Equipment 
Delivery Equipment 
Notes Receivable 
James Stuart 

Peter Bryan 

J. C. Whiting 

Notes Payable 

A. B. Sloan Co. 

P. T. Rice and Son 
Discount on Purchases 
Interest and Discount 
Discount on Sales 
Interest and Discount Cost 
Cash 


$ 450 


7135. 
26535. 


116. 
174. 
875. 
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125. 
67. 
86. 


6500 
150 
375 

1795 

1500 

2150 


735. 
30 
AT 


649 
348 


125 
146 
3639 


10 
60 


74 
93 
50 


75 
30 
25 


50 


10 


.60 
31 
.40 


$53891 .85 


$15750 


29396 . 40 
163.25 


5635.75 
1247.60 
1386.45 
249.30 
63.10 


$53891.85 
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Inventor 
Merchandise $67 
Insurance Prepaid 1 
Office Supplies 
Real Estate 65 


ies, December 31, 19— 

45 Office Fixtures $ 350 

05 Store Equipment 1730 

27.50 Delivery Equipment 1425 

00 Salaries unpaid 75 
Exercise 2 


George Klein 
Trial Balance 


June 30, 19— 

George Kline, Capital $ 7500 
George Kline, Drawing $ 145 
Merchandise Stock 3459 
Purchases 14361 .90 
Returned Purchases 125 
Sales 17310 .45 
Returned Sales 116.40 
Freight Inward 89.71 
Rent 300 
Salaries 475 
Advertising 75 
Stationery and Supplies 117-25 
General Expense 63.40 
Auto Supplies 108.38 
Office Furniture 1125 
Delivery Equipment 1750 
Discount on Sales 237 .60 
Discount on Purchases 319.27 
Interest and Discount Cost 64.35 
Interest and Discount Earned DAY BA 
Notes Receivable 950 
Notes Payable 1275.40 
Accounts Receivable: 

F. Riley $610.50 

L. Price 435.70 

G. Stone 515.30 1561.50 
Accounts Payable: 

P. Rice & Co. $675.40 

T. Jones Bros. 973.10 

W. White 813.60 2462.10 
Cash 3770.08 


$29019 .57 $29019 57 
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Inventories, June 30, 19— 


» Merchandise $5279.40 Delivery Equipment $1680. 
Insurance 75. Rent unpaid 100. 
Stationery and Supplies 47.35 Salaries unpaid 45. 
Auto Supplies 53.10 Freight Inward unpaid 67.50 
Office Furniture 1150. 


Exercise 3 


M. T. Lyons 
Trial Balance 
June 30, 19— 
M. T. Lyons, Capital $14350 
M. T. Lyons, Drawing $ 1385.50 
Merchandise Stock 8495.60 
Purchases 28316 .73 
Returned Purchases 175 
Sales 35416. 84 
Returned Sales and Allowances 243 .61 
Freight Inward 373.16 
General Expense 149.60 
Rent 600 
Salaries 950 
Insurance 350 
Office Supplies 140.50 
Auto Supplies WA 25 
Advertising Go 
Discount on Sales 615.30 
Discount on Purchases 1261.47 
Interest and Discount Cost 117.40 
Interest and Discount Earned 87.30 
Accounts Receivable, Schedule A 3649 .81 
Accounts Payable, Schedule B 4973 .64 
Notes Receivable 2125.65 
Notes Receivable, Discounted 450 
Notes Payable 3725 
Office Equipment 2650 
Delivery Equipment 2340 
Cash 8794.14 


$60439 .25 $60439 . 25 
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Inventories 
Merchandise $6375 Office Equipment $2500 » 
Insurance 260 Delivery Equipment 2200 
Office Supplies rigs. Salaries Unpaid 50 
Auto Supplies 67.50 
Exercise 4 
A. C. Meyer 
Trial Balance 
June 30, 19— 
A. C. Meyer, Capital $10500 
A. C. Meyer, Drawing $ 250 
Merchandise Stock 7135.60 
Purchases, 26217 .35 
Returned Purchases 410.20 
Sales 31316 .45 
Freight Inward 247 .95 
Office Equipment 3150 
Delivery Equipment 1790 
Expense: 
Rent $450 
Salaries 725 
Advertising 150 
Insurance 250 
Stationery 45.70 
Auto Supplies 135.10 
Miscellaneous 86.30 1842.10 
Accounts Receivable 1925.35 
Accounts Payable 2163.40 
Notes Receivable 2315.62 
Notes Payable 1565.30 
Cash 1081.38 
$45955 .35 $45955 .35 
Inventories, June 30, 19— 
Merchandise $6175.10 Stationery $ 21 
Delivery Equipment 1710 Auto Supplies 75 
Office Equipment 3000 Rent unpaid 150 
Advertising 50 Salaries unpaid 75 
Insurance 150 Freight Inward unpaid 27.50 


MISCELLANEOUS REVIEW 


Exercise 5 


James Stevens 


Trial Balance 


Dec. 31, 19— 
James Stevens, Capital $12943 
James Stevens, Personal $ 129.40 
Merchandise Stock 6135.60 
Purchases 35649 .42 
Returned Purchases 1276585 
Sales 41325.70 
Returned Sales 1540.75 
Expense: 
Rent $600 
Salaries 1200 
Insurance 125 
Advertising 400 
Office Supplies 115.35 
Miscellaneous 65.40 2505.75 
Furniture and Fixtures 22200 
Delivery Equipment 3250 
Notes Receivable 2150 
Notes Payable 1645.75 
Accounts Receivable, Schedule A 2940.75 
Accounts Payable, Schedule B 3115.60 
Cash 3804.73 
$60306 . 40 $60306 . 40 
Inventories, December 31, 19— 
Merchandise $5970 Furniture and Fixtures $2090 
Insurance 75 Delivery Equipment 3088 
Advertising 200 Rent unpaid 150 
Office Supplies 63.50 Salaries unpaid 125 


INDEX 


Acceptance, 191, 192, 194 
trade, 192, 193, 196 
Account, statements of, 180, 181 
Account form, balance sheet, 92 
Accounts, bad debts, 170 
bank, opening of, 55, 56 
capital, 2, 6, 15, 16, 18, 25, 45, 75 
cash, 2, 9, 10 
closing, 9, 10, 18, 19, 27, 28, 44-46 
expense, 7, 8, 17, 30, 46, 47, 70, 72, 
81, 82, 90, 91 
investment, 2, 6, 15, 18, 19, 47, 71, 
75 
merchandise, 7, 10, 50, 51 
personal, 16, 18, 28, 45, 46, 71 
profit and loss, 17, 18 
purchases, 50-52 ’ 
sales revenue, 23-27, 43, 44, 68, 69, 
88, 89 
service, 53 
T2 
Accounts payable, 61-63 
Accounts receivable, 36-38 
Accrued interest, 177, 178 
Adjustment, insurance, 199, 200 
Allowances, on purchases, 85 
on sales, 85 
Asset element, 1, 5 
Assets, exchanging, 3, 5-14 


Bad debts accounts, 170 
Balance, 3 

bank, 212-214 

trial, 111, 112, 133, 134 


Balance sheet, 12, 46, 49, 74, 92, 98 
Bank accounts, opening of, 55, 56 
Bank balance, 212-214 
Bank drafts, 190, 191, 208, 204 
Bank statements, 56, 212 
Bill of lading, 215, 216 
Blank indorsement, 57 
Books, cash, 152-155, 161-169 

of original entry, 104, 105 

why kept, 1 


Capital accounts, investment, 2, 6, 
15, 18, 45, 75 
personal, 16 
temporary, 15, 16, 25 
Capital element, 1 
subdivisions of, 15-22 
Cash, forms of, 1 
Cash accounts, 2, 9, 10 
Cash books, 152-155 
model, 154, 155, 168, 169 
special discount columns in, 161- 
169 
Cash payments journal, 148-150 
Cash proof, 201 
Cash receipts, 214 
Cash receipts journal, 148-145 
Cash record, 143-157 
Cashier’s checks, 193 — 
Certified checks, 214, 215 
Check book, 56 
Checks, 55, 56, 190 
cashier’s, 193 
certified, 214, 215 
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224 
Closing accounts, assets, 9, 10 
capital, 18, 19, 27, 28, 44-46 
Closing entries, 10, 18, 19, 26-28, 30, 
43-47, 67-75, 87-92, 118-125 
Collection and exchange, 203, 204 
Collection drafts, 191 
Commercial drafts, 190 
forms of, 191, 192 
Complete fundamental equation, 61 
Contingent liability, 160 
Cost of goods sold, 49, 50 
Credit and debit, rules for, 3, 41, 64, 
65 
Credit side of account, 2 


Debit and credit, rules for, 3, 41, 64, 
65 
Debit side of account, 2 
Debts, accounts for bad, 170 
Deferred charges to expense, 75 
Deposit slip, 56 
Depreciation, 49 
Discount columns in cash book, 161- 
169 
Discounting an interesting-bearing 
note, 174 
Discounts, 158-181 
on notes, 172-174 
on purchases, 159, 160 
on sales, 158, 159 
Drafts, 190-192, 194, 203, 204 


Entries, closing, 10, 18, 19, 26-28, 
30, 43-47, 67-75, 87-92, 118- 
125 
opening, 114-116 
Entry, books of original, 104, 105 
Equation, fundamental, 2, 61 
Equipment, meaning of, 1 
Exchange, 204 
Exchanging assets, 3, 5-14 
Expense, an asset, 1 
deferred charges to, 75 
unpaid inventory, 69 
Expense accounts, 7, 8, 81, 82 


INDEX 


| Expense accounts, closing entries, 


30, 46, 47, 70, 72, 90, 91 
special entries, 17 
Expenses, operating, 49 
Express money orders, 194 


Financial statements, 46-50, 74, 92- 
97 
Fire loss, 117 
Fiscal period, ending of, 46 
Forms, 
bank draft, 191 
cash receipts, 214 
cashier’s check, 193 
certified check, 214, 215 
check, 55 
note, 39 
sight draft, 191 
time drafts, 192 
trade acceptance, 193 
Freight inward, 67, 68 
Full indorsement, 57 
Fundamental equation, 2, 61 


Gross profit on sales, 26 
Honoring drafts, 194 


Indorsements, 57 
Initial fundamental equation, 2 
Instruments, negotiable, 190-198 
Insurance adjustment, 199, 200 
Interest, accrued, 177, 178 
calculating by 60-day method, 98- 
101 
cost, 102, 108 
earned, 101, 102 
on mortgages, 103 
Inventory, 28 
Investment accounts, 2, 6, 15 
closing of, 18, 19, 47, 71, 75 
Invoice, 37, 180 


Journal, cash payments, 148-150 
cash receipts, 143-145 


INDEX » 


Journal, closing entries, 118-123 
form of page, 105 
model, 106-108 
opening entries, 114-116 
posting from, 108 
purchase, 136-141 
ruling, 105 
sales, 128-130 


Lading, bill of, 215, 216 
Ledger ruling, 28 
Ledgers, model, 11, 29, 30, 47, 48, 
71-73, 109, 110, 124, 125 
~ Liabilities, 61-86 
contingent, 160 
Loss, fire, 117 
Loss, prone and, 17, 18, 46, 49, 74, 
94, 95 


Merchandise, 1 

Merchandise accounts, 7, 10, 50, 51 

Model cash book, 154, 155, 168, 169 

Model journal, 106-108 

Model ledgers, 11, 29, 30, 47, 48, 71- 
73, 109, 110, 124, 125 

Money orders, 194 

Monthly statements, 56, 212 

Mortgages, interest on, 103 


Negotiable instruments, 190-198 
Net cash columns, 164 
Notes, 38, 39, 190 
payable, 63, 64, 177 
promissory, 190 
receivable, 38-40, 178 
terms of, 40 


Office furniture account, 10 
Opening a bank account, 55, 56 
Opening journal entries, 114-116 
Operating expenses, 49 

Original entry, books of, 104, 105 


Paging, 108 
Pass book, 56 
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Payables, 61-68 
Personal accounts, 16, 18, 28, 45, 46, 
al 

Postal money orders, 194 

Posting, 108 
from cash book, 153, 165 
from cash payments journal, 149 
from cash receipts Journal, 144, 145 
from purchase journal, 139-141 
from sales journal, 130 

Profit and loss, accounts, 17, 18 
statements, 46, 49, 74, 94, 95 

Promissory notes, 190 

Purchase journal, 136-141 

Purchases, allowances on, 85 
discount on, 159, 160 
returned, 83, 84 

Purchases accounts, 50-52 


Qualified indorsement, 57 


Receipts, cash, 214 
Receivables, 36-60 
Record, cash, 143-157 
Restricted indorsement, 57 
Returned purchases, 83, 84 
Returned sales, 83, 84 
Ruling, journal, 105 
ledger, 28 


Sales, allowances on, 85 
discount on, 158, 159 
returned, 83, 84 
terms of, 58, 158 
Sales journal, 128-130 
Sales revenue accounts, 23-25 
closing of, 26, 27, 43, 44, 68, 69, 88, 
89 
Schedule A, 38, 92 
Service accounts, 53 
Sheet, balance, 12, 46, 49, 74, 92, 93 
Short delivery, 76, 85 
Sight drafts, 191 
Signature card, 56 
Special discount columns, 161-166 
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Special expense accounts, 81, 82 Terms, of notes, 40 

Statement form, balance sheet, 93 of sale, 58, 158 

Statements, bank, 56, 212 Three-party draft, 191 
financial, 46-50, 74, 92-97 Time drafts, 191, 192 
monthly, 56, 212 Trade acceptance, 192, 193, 196 
of account, 180, 181 Trial balance, 11, 112, 133, 134 


of profit and loss, 46, 49, 74, 94, 95 
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Temporary capital accounts, 16, 25 Unpaid inventory expense, 69 
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